




















IAMI UNIVERSITY j 


LIB ARY 





F | 


URC are at 








February 27, 1947 


SHORTAGES AND THE OBLIGATION TO 
SERVE 


By Clyde S. Bailey 


Utility Labor Bills in State Capitals 
By John J. Hassett 


Propaganda for the Gander 
By Landon Gates 


Do Foreign Co-ops Pay Taxes? 
By Arnold Haines 


Tonic for Seller's Blues 
By James H. Collins 








wy. 


PUBLIC UTILITIES REPORTS, INC. 
PUBLISHERS 





BRING YOUR BILL ANALYSES 
UP TO DATE 


You can save 50% in time and money with 
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A but current bill frequency data has been rendered obsolete by the 
marked increase in kilowatt-hour sales. How much of this load will 


you retain? 

Now is the time to bring your bill analyses up to date. In addition to a 
knowledge of the existing situation, certain trends may be disclosed which 
will be of considerable value to you in planning your rate and promotional 
programs. 


The One-Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 


We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One-Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York 5, N. Y. 
Boston Chicago Detrolt Montreal Toronte 
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BARBER Conversion Burners 
Employ the Best Combustion 
Principle Ever Devised 


Why use a gas flame to heat a refractory, to heat in turn a fire- 
pot—when you can heat the fire-pot DIRECT with a Barber Con- 
version Burner? Why use a crude "spreader" principle to divert 
the flame? Barber's controlled flame action scores a direct hit 
on the combustion chamber the first time, without any intermedi- 
ate elements, and the flame thoroughly “scrubs” all heating sur- 
faces. Barber patented air-activated jets produce the hottest flame (1900°) on 
natural atmospheric pressure. That means top efficiency—the most from the equip- 
ment, the most from the fuel—and the closest approach to the efficiency of a new 
furnace designed exclusively for gas. 









































Barber Conversion units, round or square, are made for all types of furnaces, 
also steam or hot water boilers, in a wide range of sizes, and are further ad- 
justable during installation so that they correctly fit the existing equipment. 
When the owner already 
has automatic controls, 
these are usually adaptable 
to a Barber installation. 
Get the conversion burner 
that's custom-built to suit 
the job—a genuine Barber. No. 324-B Barber Burner 


—~— 





@ We are gas burner specialists, 
and offer you our engineering and 
plant facilities for the develop- 
ment and manufacture of burner 
units for your specific purposes. 
Write for Catalog illustrating and 
listing many types of Burners 
for Appliances, Gas Conversion 
Burners for Furnaces and Boilers, 
Regulators, etc. 





THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


BARBER BURNERS 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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Engineered for Power Station Needs 


EXIDES are always ready for in- 
stant action. They are engineered 
to meet the varying battery require- 
ments of power station operations. 
Exide makes several types of stor- 
age batteries. These batteries, 
through proved performance for 
over 50 years in central station 
work, have earned the confidence 
of utility engineers everywhere. 
When you buy an Exide you are 
buying the utmost of storage bat- 


tery dependability, long-life and 
ease of maintenance. 

Whatever your storage battery 
problems may be Exide engineers 
will be glad to help you work 
them out. 


Exide 


BATTERIES 





THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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MOMENTOUS event in the history of 

Great Britain passed by the day 
after New Year’s almost unnoticed. Yet, 
its significance was profound and its 
implications for the future far-reaching. 
It marked the first great experiment upon 
which British Socialism has embarked as 
a matter of considered Crown policy. The 
British Daily Mail gave this account of 
the symbolical doings on January 2nd: 


Sharp at noon on the day appointed by act 
of Parliament, over London’s once-elegant 
Lansdowne House was broken a flag of royal 
blue, with the letters NCB in white. It was 

‘the flag of the National Coal Board. 

To Socialists it was the standard of The 
Revolution, a symbol and an oriflamme. The 
Day of Nationalization had come. The peo- 
ple had inherited the earth. 

The flag was royal blue, but to those who 
saw it through the rose-colored spectacles of 
Socialist ideology it was flaming red. 

No strains of “The Red Flag” were heard 
at the Ministry of Fuel and Power, however. 
Brief and simple was the ceremony carried 
out against the background of that same flag 
of royal blue with the large letters NCB. 

In a few well-chosen words the comrades 
of the Cabinet wished themselves a Happy 
New Era. Mr. Emanuel Shinwell, Minister 
of Fuel and Power, up and presented NCB 
Chairman Lord Hyndley with a book. It was 
a handsomely bound volume, but it could 
hardly have been a pleasant surprise, because 
he had read it all before. 

It was a copy of the Nationalization Act. 

But immensely symbolic was the formal- 
ity, for in that moment Lord Hvyndley took 
over, on behalf of the board, 1,500 collieries 
—former property of 800 concerns—more 
than 400 small mines, many coke ovens, man- 
ufactured fuel and briquetting plants, col- 
liery power stations and waterworks, aerial 
ropeways, and railway sidings. 

And lordship over 700,000 men in the min- 
ing industry of Great Britain 


Tue Daily Mail went on to comment 
about the reaction of the British minis- 
ters. Minister Shinwell was beaming 
with the feeling of a life’s dream come 
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true. Prime Minister Attlee made a brisk 
little speech full of sporty [English 
metaphors about a “fine team” going 


into “bat on a sticky wicket.” Mr. Bevin 
was preoccupied, probably with other 
problems. Mr. Greenwood was bored. 
Mr. Morrison looked expectant, while 
Sir Stafford Cripps “had a pipe going.” 


oe developments in the coal 
situation have not given the Labor 
ministers or the British people much 
cause to cheer. But the Labor govern- 
ment has gone on making steady progress 
on its series of nationalization bills. 
Banking, communications, town and 
country real estate planning, transport, 
electricity, and gas — all are earmarked 
for the same treatment, if not the same 
ceremony. To those of us—British or 
American—who see in this socialistic na- 
tionalization any threat to individual 
freedom, it must be remembered that the 
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SANGAMO 
DEMAND INSTRUMENTS 


Berr ER load factors are the 
key to lower average power costs. Improvement can best be 
realized if the rate structure is such that the customer will be 
induced to lower his own average kilowatt hour cost through 
longer hours of use of his equipment. A low price for kilo 
watt hours which is made possible through a measured 
mand charge encourages longer hours use. The Sag 
JG and LG Demand Registers are applicable tg 
meters both for singlephase and polyphase 
an inexpensive and accurate method o 
Demand. An extensive line of Sag 
is available for 


Type JS with 
JG Demand Register. Type WDP, 4-Wire Delta. 


Sangomo Type JS Meter with JG Demand Register 
for + of singleph kilowatt hours and 
kilowatt demand. Songamo Lincoln-Type WDP, sep- 














orate meter to r ure kilowatt d d on polyphase 
circuit. 


ELECTRIC <i) COMPANY 


SPRINGFIELD ¢ ILLINOIS 
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Attlee government was elected fairly and 
squarely by an honest poll. It did not 
seize power after a Reichstag fire or by 
way of a Polish ballot. It is therefore 
entitled to our respect as the considered 
government policy of a friendly sister 
democracy. 


ur a fair question arises whether 
even in a democracy as old as Britain’s 
or our own (which ts getting up in years 
now—as democracies go), the people 
who have voted for a socialistic govern- 
ment really understand what they have 
let themselves in for. This situation, es- 
pecially with respect to British utility na- 
tionalization, was covered in our issue of 
February 13th by an article from the pen 
of a visiting British journalist. 


One thing about British socialistic ex- 
periments, even before the Attlee gov- 
ernment took over, was the apparent 
policy of treating government and even 
cooperative enterprises in about the same 
way as similar private enterprises were 
treated. Municipal utilities in Great 
Britain and cooperatives have been taxed 
on exactly the same basis as business- 
managed utilities. In this country, our 
own private enterprise government does 
not seem to be following such a policy of 
nondiscrimination, either as to taxation 
or regulation of publicly owned proper- 
ties or coOperative operations. 


In this issue, an American business 
writer, ARNOLD HAINES, gives us a sur- 
vey of the foreign tax practice generally 
with respect to the income of coopera- 
tives. In a forthcoming issue Mr. HAINES 
will make a similar survey of foreign tax 
practice with respect to government- 
owned utilities. 

* * * * 


_agronengl in Washington, D. C., 
there was held a meeting of the 
United States Conference of Mayors, at 
which AFL President William Green 
was one of the speakers. He said that 
American workers will continue to de- 
mand higher wages until prices come 
down. If Congress passes restrictive leg- 
islation against labor, he said, it will drive 
American labor into the camp of state 
Socialism, bringing about a government 
of the British Labor type. If Mr. Green 


FEB. 27, 1947 





EDITORS (Continued) 


has been reading the newspapers from 
London recently, he may have come 
across the latest British Economic White 
Paper. If so, he will find very little in this 
document to warrant his assumption that 
state Socialism in itself is a touchstone 
to the workers’ prosperity. 


THE picture is, on the whole, a gloomy 
yet courageous description of a country 
trying to get along under difficult condi- 
tions. He will find there a governmeni 
determined to “increase production at all 
cost.” He will find a Labor government 
report, emphasizing that such increased 
production must be achieved “without 
the inducement of higher wages or the 
incentive of more abundant consump- 
tion.” If that is the direction in which 
Mr. Green’s workers are likely to go, if 
congressional action displeases them, 
they might well take a second look 
at where they are heading. Could it be 
merely an accident of phraseology that 
the Daily Mail referred to the British 
government taking “lordship over 700,- 
000 men in the mining industry of Great 
Britain” ’ “Lordship” may turn out to 
be a most appropriate word. 


e (a ee & 


I’ this issue, we introduce a new 
contributor who is undoubtedly well 
known to many of our readers, because 
of his long, former association with the 
national organization of the state utility 
commissioners. He is Ciype S. BaILey, 
whose article, entitled “Shortages and the 
Obligation to Serve,” is the leading fea- 
ture. Mr. BalLey is a member of the 
District of Columbia bar and for some 
years was secretary and assistant solici- 
tor of the National Association of Rail- 
road and Utilities Commissioners, at the 
headquarters of that group in Washing- 
ton, D. C. In 1940 Mr. BaILey became 
Washington representative and later 
executive vice president of the United 
States Independent Telephone Associa- 
tion. 


THE next number of this magazine 
will be out March 13th. 


K, Gate 
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with Modern 
‘ | Punched-Card Methods 


Fast, accurate, economical public utility accounting — your 
aim and OUR business! Across the nation, more and more 
utility executives are adopting Remington Rand punched- 


card methods because they provide complete control over all 





accounting operations. @ For example, the tremendous 
volume of materials and supplies used on such a wide scale 
by public utilities is controlled in every detail. In addition, 
Remington Rand punched-card accounting offers public utili- 
ties top efficiency in payroll preparation, labor distribution, 
consumer billing and general ledger accounting. In fact, 
every phase of your accounting and record-keeping can be 
handled better, faster the mass-production, machine way. 
@ Phone or call at our nearest branch for more information 


on the application of punched cards to ALL utility operations 






or write to Tabulating Machines Division, Remington Rand 
Inc., 315 Fourth Avenue, New York 10, N. Y. 


The Tabulating Machines You Can -Ceadge or Guy 
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by John Wanamaker. 


J. R. D. Tata 
Chairman of the board, 
Tata Sons, Ltd. 


ALAN C, CurtTIss 
Vice president, Scovill Manu- 
facturing Company. 


Henry Forp II 
President, Ford Motor Company. 


EpiTror1AL STATEMENT 
The Atlanta Constitution. 


Harotp W. Dopps 
President, Princeton University. 


GLENN GARDINER 
President, New Jersey Chamber 
of Commerce. 


JAMES J. CAFFREY 
Chairman, Securities and E-x- 
change Commission. 


Wuiam K, JAcKson 
President, United States Chamber 
of Commerce. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 








—MOonTAIGNE 





“The coming year is a challenge to business leadership. 
The answer lies not in words, but in action.” 


Aa 


“Full nationalization of industry would inevitably result 
sooner or later in a totalitarian political state.” 


* 


“The employee is a human being and an individual, and 
he will usually respond if he is treated like one.” 


> 


“It seems to me we might pioneer very intelligently and 
hopefully in the direction of learning to live together in 
peace.” 


> 


“Unless there is a willingness to give and take in argu- 
ment there cannot be any such thing as negotiations or 
collective bargaining.” 


* 


“We shall not preserve our freedom by transferring to 
government responsibilities and decisions which we ought 
to be making as private citizens.” 


> 


“I believe that both management and labor would do 
well to regulate their tactics and arrive at their decisions 
onthe basis of “‘What’s right—rather than who’s right.’” 


* 


“We at the commission stand pledged to an honest ad- 
ministration, free of vindictiveness, and motivated by a 
constant attempt to make a sensible application of the 
policies of the law.” 


* 


“I submit that there is need for a rebirth of pride in 
the achievements of American business and faith in its 
great potentials for the future. The doubts sown by home- 
grown skeptics and foreign agents alike must be weeded 
out. There must be an end to apologetics and an upsurge 
of old-fashioned confidence.” 


12 
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14 REMARKABLE REMARKS—( Continued) 


Excerpt from “The Guaranty Sur- 
vey,” published by Guaranty Trust 
Company of New York. 


Henry E, Ast 
Managing director, Brand 
Names Foundation 


EarL BUNTING 
President, National Association 
of Manufacturers 


Eric JOHNSTON 
© President, Motion Picture 
Association 


WILLIAM M. JEFFERS 
President, Union Pacific 
Ratlroad 


GEORGE THOMPSON 
President, Trades Union Congress 
of Great Britain. 


PATTERSON H. FRENCH 
Assistant chief of administrative 
management, Bureau of the 
Budget. 


Henry HAziitt 
Writing in Newsweek. 


Hersert H. Rocce 
Vice president, Westinghouse 
Electric Corporation. 


DELMER HUBBELL 
Resident, New York, New York. 
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“In a free economy, capital will flow into industry only 
if it has an opportunity to earn an adequate return.” 


* 


“The effectiveness of advertising rests on the existence 
of a fundamental faith—a belief in the good will, integrity, 
and creditability of the advertiser.” 


* 


“If all of us will recognize our responsibilities, and if 
all will understand that the misfortune of any large seg- 
ment.of our economy may mean disaster for all, we can’t 
fail.” 

* 

“Millions of otherwise law-abiding citizens are openly 
flouting government controls until the degree of effective 
control which remains is hardly more than the shadow of 
a shadow.” 


* 


“John Q. Public is tired of getting kicked in the face 
by labor. It’s true that you can’t make a man work who 
doesn’t want to work. But you can make it so a man who 
wants to work can work.” 


* 


“One hundred years ago we had a revolution in this 
country. It developed because the people wanted self- 
government in politics. The present ‘revolution’ is aimed 
at applying the same principle in industry.” 


¥ 


“One great need that the universities can help to meet, 
is for greater understanding of government in the modern 
world—its purpose, its function, and its intimate relation- 
ship to the entire fabric of the nation’s life.” 


* 


“What we need at bottom is not ‘antilabor legisla- 
tion’ but the repeal of antiemployer legislation. People are 
not born employers ; they become employers by choice, and 
they can quit by choice if too much discouraged.” 


Aa 


“We cannot have national unity without unity on a local 
level, and the place to begin to achieve that unity is in the 
individual business, in the development of confidence and 
trust and teamwork between management and em- 
ployee.” 


* 


“The economy will not be restored to health by raising 
wages or by fanning into flame the latent distrust and class 
consciousness of people who depend for their economic 
education on leaders who themselves are lacking in the 
rudiments.” 
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BG eet terets 











February 27, 1947 


Public Utilities Fortnightly 








Breakdown in a 16,000 k.v.a. transformer . . . 
severe internal arcing . . . relief disc blows 
out... oil is violently ejected . . . intense 
fire envelopes nearby equipment ... two 
adjoining transformers let go and add to the 
fury of the flames. It took a 12-hour battle 
to subdue the fire —and $50,000 to replace 
and repair the damage! 

A Grinnel Mulsifyre System now protects 
the equipment—as well as installations of many 
other public utility transformer stations. 

Wide acceptance of Grinnell Mulsifyre Sys- 
tems is based on a proved effective principle — 
in which blazing 
oil is emulsified 
with a driving 
spray of water. 
The emulsion 
formed by the 
water spray is 
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Protect Now with GRINNELL MULSIFYRE 


fire-extinguishing —the fire goes out in a few 
seconds — reignation is prevented. 


There is absolutely no conductivity along the 
discharge of a Mulsifyre projector when spray 
strikes conductors carrying high voltages. Mul- 
sifyre Systems are permanently installed — are 
constantly on guard when operated automatic: 
ally — or may be operated manually. 


Recommended by Underwriters’ Labora- 
tories for use in extinguishing fires in flam- 
mable oils immiscible with water, wherever 
such oil is a fire hazard — in transformers and 
other oil-filled electrical equipment. 


Don’t wait for fire to strike! See that your 
equipment has this 24-hour-a-day protection 
from now on. Experienced Grinnell engineers 
will help you plan protection. 


‘a 
GRINNELL & COMPANY 


ine 
Executive Offices, Providence 1, R. I. 
Branch offices in principal cities, 
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Exclusive NEWS 


Every Week 
About 


PUBLIC UTILITY 


FINANCE 








AN appraisal and summary of de- 
velopments affecting the financial as- 
pects of public utilities — presented 
each week in a four-page Letter. This 
important information is assembled in 
departmentalized form, classified un- 
der these headings: Highlights of the 
News, Security Markets, Holding Com- 


Keep posted on utility 


financial developments with the 


P.U.R. UTILITIES FINANCIAL LETTER 


tables are used frequently to indicate 
security trends. Prepared by our spe- 
cial financial staff in New York City, 
the P.U.R. UTILITIES FINANCIAL 
LETTER provides the busy executive 
with a carefully digested review of fi- 
nancial activities affecting the public 
utility industry. An exclusive, helpful 
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rent and Pending and Notes ———— _ utility financial picture each 
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THIS TIME IT’S FOR yYOU— 


A booklet for em- 
ployees. Explains 
how the payroll 
savingsplan 
works . . . goals to 
save for. 








OFFICIAL COMMENDATION— 


A certificate of 
commendation by 
the U. S. Treasury 
7 for every company 
operating the pay- 
roll savings plan. 

















You can display it proudly. 


helps to healthy future 


e FOR YOU 
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The person ap- 
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Bond Officer for 
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is entitled to dis- 
play this certifi- 
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duct of your payroll fj 
savings plan. 
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Where modern speed and efficiency are 
most important, you'll find . 


oe ROLLING DOORS 


Te 


Kinnear Rolling Doors in one of 
modern shops of the Great Northern 
Railway Company. 







You keep plant efficiency from 
slumping at doorways when 
you install Kinnear Rolling 
Doors. They combine all the 

| space- and time-saving advan- 
tages of coiling upward action 

_ with the protective strength of 

| all-metal construction. 

The smooth, e action of 

- Kinnear’s famous interlocking- 

slat curtain speeds door traffic. 
The entire door coils quickly 
ont of the way above the open- 
ing. All surrounding floor and 
wall space is fully usable at all 
times. The opened door is always completely safe from damage by 
wind or vehicles. Its ru - metal construction defies wind, storms 
| and intruders . . . resists . stands up under years of punishii 
use. And with Kinnear Rolling Doors, you get maximum benefits 
from the motorized, push-button operation (wife remote control 
| stations if desired) offered by Kinnear Motor Operators. Write for 
| complete data on Kinnear Rolling Doors — today! 


NEAR THE KINNEAR MANUFACTURING CO. 
» Factories: 2060-80 Fields Ave., Columbus 16, 0. 


1742 Yosemite Ave., San Francisco 24, California 
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CRESCENT 


Mahes Many Types of 
ELECTRICAL WIRES & CABLES 


Imperial Neoprene 
Portable Cords 
and Cables 


Rubber Covered 
Wires and Cables 


_ Varnished Cambric 
Lead Encased Cable 


Parkway Cable— 
All Types . 


Annunciator Wire & Cable 
Armored Ground Wire 
Armored Leaded Cable 
Bare Copper Wire & Cable 
Bell Wire 

Brewery Cord 

Control Cables 

= Rubber Jacketed 


Cc 
CRESFLEX Non-metallic Sheathed 
Cable 





CRESCENT 





And Alas 


Elevator Control Cable 

Fire Alarm Cable 

Fixture Wires 

Flexible Cords 

Flexible Steel Conduit 

Heater Cord 

IMPERIAL CRESCORD Jacketed 
Cord 

IMPERIAL Welding Cable 

IMPERVINOL Trenchwire 


CRESCENT ¢ 


WIRE and CABLE 


INSULATED WIRE & CABLE CO. | 
TRENTON, N. J. 


PERMACORD 
Power Cables 
Shipboard > 
Shot-firing C 
Signal can 
Slow-burning Wire & Cable 
Stage Cable 
Switchboard Wire & Cable 
Telephone Wire & Cable 
Thermostat Cable 
wens Cable 

erproof Wire & Cable 
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27 | T* | ¢ American Water Works Association, Minnesota Section, will hold meeting, St. 


Minn., Mar. 13-15, 1947. 





{ American Gas Association, Residential Gas pe Midwest.Gas Sales Confer- 


| 
238/ F ence, will be held, Chicago, Ill., Mar. 17, 18, 





ze MarcH z 











Ss q{ New England Gas Association annual meeting will be held, Boston, Mass., 
1947. 
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Kentucky Telephone Association will hold meeting, Louisville, Ky., Mar. 26, 1947. 





=< 


{ Canadian Electrical Association, Western Conference, meeting begins, Vancouver, B. C., 
1947. 
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Midwest Power Conference will hold meeting, Chicago, Ill., Mar. 31—Apr. 2, 1947. 





. 


National Electrical Manufacturers Association meeting ends, Chicago, Iil., 
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| Illinois Telephone Association will hold convention, Peoria, Ill., Apr. 3, 4 


c. 
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Apr. 3-5, 1947 


Southeastern Electric Exchange annual conference will be held, St. Petersburg, Fla., 








will be held, Buffalo, N. Y., Apr. 7-9, 
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{ American Gas Pascale Edison Pa Institute, National Accounting Conference, 
47. 





2 
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Midwest Gas Association will hold annual mecting, Omaha, Neb., Apr. 7-9, 1947. 








Nebraska Telephone Association will hold meeting, Apr. 8, 9, 1947. 


| S| 
= 





T* § Texas Telephone Association mecting begins, San Antonio, Texr., 1947. 
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10, 11, 1947. 
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American Water Works Association, New York Section, will meet, Buffalo, N. Y., Apr. 














Courtesy, Pacinc Gas and Electric Company 


Rigging the Lines 
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Shortages and the Obligation 
To Serve 


Last fall the Georgia Public Service Commission ordered Southern 
Bell Telephone & Telegraph Company and 116 independent companies 
to appear and tell why telephone service should not be improved and 
expanded. An unusual meeting at Atlanta resulted on October 23, 1946, 
which brought out testimony as to acute shortages which still bedevil 
the telephone industry in its attempt to improve service. The picture 
painted at that proceeding was so striking that it is believed regulatory 
authorities and company officials elsewhere might profitably take note 
of it for comparative purposes. 


By CLYDE S. BAILEY* 


ments were being made in one of 

our large cities for one of those 

very interesting annual conventions of 

the National Association of Railroad 

and Utilities Commissioners, a busy 

hotel executive inquired if the NARUC 

would need one or two of the larger 

ballrooms for the daily general sessions. 

“Why would we need two places?” 
the NARUC official asked, puzzled. 


— years ago, while arrange- 





*For personal note, see “Pages with the 
Editors.” 


“Well— for your exhibits and 
things, I suppose,” said the hotel man 
hesitantly. “Isn’t it some sort of a 
fair?” 

The NARUC official smiled and as- 
sured the hotel man that one auditorium 
would be enough for the daily general 
sessions. 

This little incident is often re- 
membered, because in our established 
system of regulation there is nothing 
really comparable to an exhibition or 
“fair”; that is, a convocation at which 
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the latest models of regulatory thought 
can be examined with approval or dis- 
approval or merely for information. 
Such a “fair” would not, of course, 
require space for physical exhibits. But 
it would require a certain amount of 
firsthand examination of actual regula- 
tory material, testimony, and other 
evidence not provided in the otherwise 
highly informative annual meetings of 
the regulatory commissioners or of the 
various utility industry associations. 

It is true, of course, that cooperative 
procedure for joint hearings has been 
devised, especially between the Federal 
commission and state commissions, on 
matters of concurrent or supplementary 
jurisdiction. But if a way could be 
found whereby the experience of one 
state commission, for example, could 
be made more intimately available for 
the edification of other state commis- 
sions, it might avoid the necessity and 
expense in time and money of duplicate 
procedures. 


ie prevalence of economic trends 
affecting the operation of public 
utilities is generally about the same in 
one state as in another. In the telephone 
business it is pretty clear that when a 
supply shortage has developed in such 
a highly specialized piece of equipment 
as an exchange dial switchboard, it is 
not a shortage confined to Maine or 
California or some other state or group 
of states. It is likely to be a shortage 
national in scope and perhaps even in- 
ternational. Its effect may be more pro- 
nounced in some areas because of a local 
situation involving a plant condition or 
population movement. But on the 
whole it is pretty safe to assume that, 
if the manufacturers are finding it diffi- 
cult to fill orders for switchboards in 


Illinois, let us say, they are not having 
an easy time filling orders for deliv- 
eries anywhere else. 

Another reason it is important for 
state regulatory authorities to take 
“judicial notice’”—as the lawyers say 
—of these widespread economic trends 
is the liberty of action which has been 
assured the state commissions by a se- 
ries of U. S. Supreme Court decisions 
culminating in the celebrated Hope 
Natural Gas Case of 1944. The Su- 
preme Court has, in effect, declared 
that the state commissions are just 
about the final arbiters of regulatory 
facts and policies within their respec- 
tive state borders. That is, as far as 
Federal judicial interference is con- 
cerned. This places a grave responsibil- 
ity and dignity upon the state commis- 
sion proceeding in the first instance. 

Last fall the Georgia Public Serv- 
ice Commission engaged in a regula- 
tory investigation of telephone service 
complaints which was so impressive in 
its results and so thoroughly handled 
in detail that it warranted a wider audi- 
ence. It produced testimony and facts 
which are just as pertinent outside of 
Georgia. It was, in short, a sort of regu- 
latory “fair,” to the extent that it ex- 
plored the general problem of telephone 
service obligation under present post- 
war economic conditions. 

Complaints against telephone service 
have not, of course, been confined to 
Georgia any more than shortages of 
material and man power. All five of the 
Georgia commissioners were present at 
the hearing on October 23rd, which 
was held in the chamber of the state 
house of representatives. Also present 
were members of the commission’s en- 
gineering staff and representatives of 
the Florida commission. 
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r addition to witnesses for the Bell 
Company and the numerous inde- 
pendent companies, there were also wit- 
nesses representing various manu fac- 
turers who were called upon to testify 
as to supply conditions. Each telephone 
company served with the “show-cause 
order” (and there were 116 in all) was 
required to file a sworn statement con- 
taining information as to supplies and 
equipment on order and as to plans for 
improved service. As the name of each 
company was called in alphabetical or- 
der its president or other official took 
the witness stand and was asked to 
make an oral statement supplementing 
the sworn statement. Most of the com- 
panies were able to show they had serv- 
ice improvement plans and it is believed 
on the whole made a good impression 
on the commission. In certain instances, 
however, the commission may have 
been disappointed—perhaps justifiably. 

It is significant that there were less 
than ten persons present who registered 
any oral complaint against the service 
of various companies. The commission 
engineers, however, had a number of 
written complaints that were referred 
to from time to time during the hearing 
as the names of individual companies 
were called. One complaining witness 
asked the commission to reduce sub- 
scriber rates to a level harmonizing 
with the poor grade of service being 
given. 

The commissioners listened atten- 


tively first to the testimony of wit- 
nesses representing telephone manu fac- 
turers. These witnesses testified as to 
conditions confronting them and as to 
orders for equipment placed by Georgia 
companies. After that the author of 
this article testified at some length on 
general conditions in the independent 
branch of the telephone industry. The 
alphabetical response of the witnesses 
for the various companies then took 
place. 

The result was a good X-ray of the 
telephone service problem. And, while 
a good many telephone men would 
rather spend their time licking the prob- 
lem of telephone service demands than 
attending and testifying before regula- 
tory commissions, yet this Georgia 
“fair,” so to speak, served or could 
serve a useful purpose in ventilating the 
fundamentals of the problem for the in- 
formation of others, including the 
public and the regulatory bodies else- 
where. 


ieee was the gist of testimony 
presented to the Georgia commis- 
sion? What did the evidence of the 
operating companies, the manufac- 
turers, and others add up to? A fair 
summary might be as follows: 


(1) The solution to the telephone 
service problem lies in furnishing our 
manufacturers with the necessary crit- 
ical materials with which to make 
equipment and in furnishing both 


e 


“THE independent telephone industry includes some 6,000 
companies which provide telephone service to approximately 
12,000 of the 19,000 communities in the United States. In 
the USITA organization—in addition to operating com- 
panies—there are some 50 or 60 manufacturers and sup- 


pliers.” 
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manufacturers and operating compa- 

nies imperatively needed man power. 

(2) There has been a phenomenal 
increase everywhere in the traffic load, 
and wartime limitations upon the 
manufacturer and the operating com- 
pany have made it impossible to pro- 
duce and install necessary equipment 
to cope with this increase. 

(3) Although actual hostilities 
ended with the Japanese surrender on 
August 15, 1945, various obstacles in 
the form of strikes in key industries 
and the tremendous competitive de- 
mand for such critical material and 
man power as have been available have 
held up progress. 

(4) Telephone equipment manu- 
facturers have had to compete for raw 
and critical materials with such other 
essential industries as automobiles, re- 
frigerators, washing machines, and so 
forth. In all these industries there is 
a vast public demand for stepped-up 
production. 

(5) Service conditions in Georgia 
are not much different from those else- 
where. Independent operating compa- 
nies require codperative assistance of 
both regulatory authorities and manu- 
facturers to “come back.” 

(6) Assistance will be required from 
regulatory authorities by way of rate 
increases to cope with the rising tide 
of operating expenses, principally in 
increased payroll. 

From the standpoint of service re- 
habilitation the independents face a 
tougher problem, generally speaking, 
than the Bell system companies. They 
serve, on the average, in sparser terri- 
tory. They do not have ready access to 
the financial, research, and other re- 
sources which characterize Bell opera- 
tions. On the other hand, the independ- 
ents give a type of locally developed 
service which the people in many com- 
munities prefer. In many cases it is 
doubtful whether a substitute could be 
found on any permanent basis. 


oe independent telephone indus- 
try includes some 6,000 companies 
which provide telephone service to ap- 
proximately 12,000 of the 19,000 com- 
munities in the United States. In the 
USITA organization—in addition to 
operating companies—there are some 
50 or 60 manufacturers and suppliers. 
The USITA has been the happy forum 
for bringing together these manu fac- 
turers for frank and intimate discus- 
sions with operating company officials, 
and for providing a basis for codpera- 
tive approach to the service probiem. 

What, then, has been holding up the 
parade? Testimony adduced at the 
Georgia hearing pointed the finger 
most accusingly at a number of raw 
materials. There is, for example, a 
scarcity of lead, without which tele- 
phone cable cannot be made. The de- 
mand for copper by builders who are 
building homes for returning veterans, 
by the automobile industry, the elec- 
trical industry, and the telephone in- 
dustry is far, far in excess of mill ca- 
pacity. The demand for copper alone in 
the month of July, 1946, I am told, 
was 120,000 tons compared with a to- 
tal production of 65,000 tons. 

Steel alloys necessary in electrical 
manufacture still are scarce, we are in- 
formed, because of the steel and coal 
strikes. About 40 different sizes and 
colors of cotton yarns are used by one 
manufacturer to turn out insulation for 
wire of various kinds. That commodity 
is in short supply. Plastics, lumber, 
wood pulp, and paper, all vital to tele- 
phone operations, simply are not in 
sight to meet telephone requirements. 

The production of copper in 1944 
was 1,300,379 tons. This fell off to 
842,517 tons in 1945, a reduction of 
457,862 tons. The production of steel 
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Telephone Shortages during the War 


oe | gman telephone companies have found no way to immunize 

themselves against shortages caused by the greatest unpleasantness 

of all time. While the war was in progress the War Production Board 

absolutely prohibited materials from being used for expansion or mod- 

ernization. Telephone operating companies were permitted to obtain, 

and manufacturers to sell, only enough material to take care of current 
maintenance.” 





in 1944 was 89,641,600 tons; it fell off 
to 79,745,000 tons a year later, a re- 
duction of 9,896,600 tons. The produc- 
tion of lead in 1944 was 416,861 tons; 
it fell off to 387,942 tons the following 
year. Much the same story is true about 
aluminum, platinum, and other critical 
materials necessary in the manufacture 
of telephone switchboards and other 
equipment. The stocks which the manu- 
facturers had accumulated in former 
years reached a very low point because 
of the colossal military and naval needs 
of our country. It has been impossible 
to build them up to anything approach- 
ing normal. 


| ipreennage eae telephone companies 
have found no way to immunize 
themselves against shortages caused by 
the greatest unpleasantness of all time. 
While the war was in progress the War 
Production Board absolutely prohibited 
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materials from being used for expan- 
sion or modernization. Telephone op- 
erating companies were permitted to 
obtain, and manufacturers to sell, only 
enough material to take care of current 
maintenance. Hardly anything short 
of a devastating fire or the imperative 
needs of a military camp or a munitions 
factory could produce a relaxation of 
the government limitations on the use 
of critical materials. 

The Georgia companies, as well as 
companies in all other states, recog- 
nized the necessity for this restrictive 
governmental policy. This is reflected 
in a tribute of the War Production 
Board to the codperation of telephone 
companies all over the country during 
the war. In his final administrative let- 
ter, dated September 27, 1945, Leigh- 
ton H. Peebles, director of the com- 
munications division of the Office of 
War Utilities (WPB), stated: 
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. . . The wire communications industry has 
rendered unqualified codperation and sup- 
port to the War Production Board. You 
have successfully met the challenge of pro- 
duction and the challenge of rendering es- 
sential service that was placed on you dur- 
ing the war years. I have the most heartfelt 
appreciation for your cooperation, and, 
jointly, with you, take pride in your record 
of achievement in contributing to this na- 
tion’s war effort. 


O NE of the most pertinent questions 

asked by a member of the Geor- 
gia commission during the October 
hearing related to the mandate of the 
Georgia regulatory statute which im- 
poses on the telephone company an ob- 
ligation to render adequate service. 
Quotation of the statute here is hardly 
necessary since it follows the general 
spirit of provisions to be found in vir- 
tually every state regulatory law. What 
the commissioners apparently wanted 
to know, however, was whether (ad- 
mitting shortages of materials and man 
power ) a telephone company is relieved 
to any extent of this statutory obliga- 
tion. 

Even a cursory examination of the 
decisions of the various courts and 
commissions indicates that the obliga- 
tion of a utility to serve is not absolute 
or immutable. More to the point of this 
discussion have been numerous hold- 
ings to the effect that, where a utility 
company is either unable to serve or 
is prevented from rendering adequate 
service by war emergency conditions 
beyond its control, such service may be 
curtailed. A fairly typical and recent 
example was the decision of the Illinois 
commission in Re Commonwealth Edi- 
son Co. 63 PUR(NS) 129, permitting 
an electric company to curtail service 
during the recent coal strike. The elec- 
tric utility in this case was unable to 
obtain sufficient coal fuel any place at 


any price, and ordinary prudence re- 
quired that it institute a program of 
service retrenchment until a fuel sup- 
ply was again assured. The commission 
agreed. 

It would seem to follow that, if a 
utility were excused, temporarily at 
least, from its obligation to render full 
and adequate service during a period of 
fuel shortage, it should be similarly ex- 
cused as a result of any other shortage 
of necessary equipment or supply result- 
ing from circumstances beyond the 
utility’s control. The New York Public 
Service Commission in Re New York 
Teleph. Co. (1941) 37 PUR(NS) 
173, held the following company regu- 
lation to be a “reasonable provision” : 

Obligation of telephone company. 
_ The company’s obligation to furnish facili- 
ties or service is dependent upon its ability 
to secure and retain, and without unreason- 
able expense, suitable facilities and rights for 


the construction and maintenance of the 
necessary circuits and equipment. 


| gece one difficulty in determin- 
ing the extent of a utility’s obliga- 
tion to serve is the fact that most stat- 
utes do not contain corresponding pro- 
visions giving the utility assurance 
that it will have regulatory protection 
for whatever steps it might take to 
fulfill its service obligations, even un- 
der extreme conditions. It may be as- 
sumed generally that whatever reason- 
ably necessary steps a utility company 
may take to maintain its standards of 
service, the resulting increase in op- 
erating expenses would be allowed in 
fixing rates which would in turn allow 
a reasonable return to the company 
above operating expenses. But in prac- 
tice this is very often putting the cart 
before the horse, especially for smaller 
companies. 

Such a company—faced with the 
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necessity of making a sudden and ex- 
tensive financial commitment for serv- 
ice improvements—has no real as- 
surance that adequate rate adjustments 
will be allowed and, even if allowed, 
that subsequent revenues will in fact 
make the investment pay out. 

In legal theory, of course, inadequate 
return or prospects of unprofitable op- 
eration are no excuse for refusing to 
render adequate service. Commissions 
have so held in the past. Notwithstand- 
ing such holdings, they are likely to 
remain “legal theory.” Consider the 
case of a smaller company that cannot 
raise the money to go out and pay ab- 
normally high prices for equipment to 
take care of an unusual service situa- 
tion which may itself only be tempo- 
rary. 

Such a situation is not typical, but it 
has happened. Right now most of the 
small telephone companies are up 
against shortages which cannot be re- 
solved promptly for love or money. 
Many are facing backlogs of accumu- 
lated orders for service which had to 
be deferred during the war years. They 
are facing a backlog of deferred main- 
tenance and deferred plant improve- 
ments resulting from war restrictions. 
While the small telephone companies 
have had to let their plant run downhill 
during the war their demand has run 
uphill. To interpose suddenly a harsh 
interpretation of the service obligation 


in such a situation might well result in 
more of a burden than a company could 
sustain. 


, gree difference lies in the un- 
familiarity of the public with 
these industrial shortages. There are 
shortages in other items, dealt in by 
nonpublic utility enterprises, with 
which the ordinary citizen seems to 
have more familiarity than he has with 
regard to shortages which confront 
telephone companies. Shirts and bobby 
pins and nylons and clothes of almost 
every description are in short supply. 
The production of automobiles is held 
up by the same difficulties that harass 
the progress of telephone companies 
and telephone manufacturers. 

Many people think that the manu- 
facture of a switchboard is like the 
manufacture of any other item in these 
days of mass production. But this is a 
false notion. You cannot turn out a 
switchboard like you do lead pencils, 
razor blades, or even automobiles. A 
switchboard is not an assembly line 
product. A switchboard is something 
that must have its basis, first, in an en- 
gineering study, on the ground, of the 
traffic and other conditions involved in 
the particular company’s operations. It 
involves an appraisal not only of pres- 
ent conditions but a forecast of future 
conditions and growth, and an analysis 
of other factors. When an order once 


e 


veterans and even for high-school students. Switchboard 


exec companies have instituted training courses for 


wire men and testers in some places are being trained under 
the government-sponsored GI Bill of Rights. Still the short- 
age of help—male and female—is being acutely felt in the 
telephone industry in Georgia and in every other state from 


all accounts.” 
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is entered, it must take its place in the 
scheduling of the manufacturer who is 
to make the equipment. 

During the war, the manufacturers 
were engaged in turning out communi- 
cations equipment needed for the armed 
forces. More than 85 per cent, probably, 
of the manufacturing capacity of every 
one of our independent manufacturers 
was being devoted to wartime produc- 
tion. After the shooting stopped there 
were some reconversion difficulties, 
even if these were not as serious as 
like difficulties that confronted man- 
ufacturers of other things. After the 
war the demand for critical materials 
in the competitive market prevented 
telephone manufacturers, no longer 
having the benefit of government pri- 
orities, from getting all the metal 
needed to take care of held orders for 
equipment. 

The coal strike intensified the prob- 
lem. Out in Chicago, where three of 
the principal independent switchboard 
manufacturers are located, factories 
actually had to close down for a while 
because Mayor Kelly, in the interest of 
protecting the public health and wel- 
fare, issued an edict declaring that the 
remaining coal on hand could be used 
only for the heating of homes. Even 
elevators in office buildings were not 
running. There was economic paral- 
ysis in Chicago, just as there was until 
recently in the unhappy city of Pitts- 
burgh as an outgrowth of a strike of 
power company workers. 


$e question that might naturally 
be asked is, why didn’t operating 
telephone companies make their engi- 
neering studies during the war so that 
they would be prepared at the end of 
the war? The answer is that many of 


them did. But it is also true that many 
of them did not, for the simple reason 
that their engineers were called away 
for service with the armed forces of 
their nation. The skeleton forces that 
remained at home had all they could do 
to keep existing lines in repair, a diffi- 
cult assignment with the phenomenal 
growth in telephone usage produced by 
conditions of war. 

As to the man-power shortage, one 
of the independent telephone companies 
not long ago advertised in the news- 
papers of the town in which it operates 
that it would pay $25 to any person 
who merely told the company how it 
could find a new employee. Many com- 
panies have instituted training courses 
for veterans and even for high-school 
students. Switchboard wire men and 
testers in some places are being trained 
under the government-sponsored GI 
Bill of Rights. Still the shortage of 
help—male and female—is being acute- 
ly felt in the telephone industry in 
Georgia and in every other state from 
all accounts. 

Another complication which will 
take time to solve, according to testi- 
mony at the Georgia hearing, is the 
building shortage situation. Many 
buildings which house telephone cen- 
tral offices are not large enough to take 
care of additions in plant. In under- 
taking to add to existing exchange 
buildings and to construct new ones, 
companies encounter competition with 
housing and other construction. Then 
there was until recently the surviving 
restriction in the form of Civilian Pro- 
duction Administration regulations. 

Will the telephone industry meet the 
present challenge of service improve- 
ment? It is the opinion of those best 
able to judge that it will. 
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SHORTAGES AND THE OBLIGATION TO SERVE 


HERE was another period in the 

history of the country when a tele- 
phone service problem existed. It fol- 
lowed World War I. Those were try- 
ing times for telephone companies, 
though perhaps not so trying as the 
present times. Just as sure as the service 
difficulties of a quarter of a century 
ago were licked, so will the service trou- 
bles of today. We are all impatient for 
the things we have been denied in re- 
cent years. We want them right away. 
Telephone people in this regard are no 
different from other people. In days of 
yore if anyone missed a stagecoach he 
was content to wait two or three days 
for the next one. But now almost ev- 
eryone lets out a squawk if he even 
misses a single section of a revolving 
door. 

We can understand the disposi- 
tion of people who make a squawk. It is 
the good old American way of allowing 
feelings to become known, a character- 


istic which has helped make Georgia 
and our country the great state and the 
great nation they are today. 

It would appear that, if the regula- 
tory authorities insist that telephone 
companies improve service standards 
much sooner than the industry is doing 
the job, if they are disposed to issue 
orders that such improvements be made 
forthwith, it will be necessary as sort of 
a regulatory corrollary that the com- 
missions themselves do two things: 
(1) Find by some magic process the 
necessary critical materials to enable 
the manufacturers to turn out the 
needed equipment; (2) find by some 
other magic process the necessary man 
power for the manufacturers to fabri- 
cate the equipment and for the com- 
panies to put it to work. 

That suggestion is made with all due 
respect, simply in order to stress the 
complexity of the telephone industry’s 
service problems today. 





The Obligation of Free Economy 


4 ‘eo people of this country have reawakened to the 

realization that we have the world’s highest standard of 
living, not by mere chance, but because we have built upon the 
foundation of free enterprise. Recent developments indicate 
that we are returning to the original concept of a free nation, 
a land in which man may rise as high as his will and his skill 
will permit. 

“Now that we are regaining this freedom, the mantle of re- 
sponsibility for providing high employment and maintaining 
and expanding the standards of living will again rest upon 
the shoulders of private industry. If free enterprise is to 
flourish, industry must succeed in fulfilling these obligations. 
And a large measure of its success will depend on its ability to 
distribute the products of the factory, the forest, and the farm, 
economically, efficiently, and intelligently, so that more people 
may enjoy more of the good things of life.” 

—Harvey S. FIrEsToneE, JRr., 
President, The Firestone Tire & Rubber Company. 
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Utility Labor Bills 


In State 


Capitals 


A brief look at what the states are doing to keep the 
utility wheels turning in the face of labor unrest. 


By JOHN J. 


RETIRING state governor stood 
A on the rostrum of his state capi- 

tol last month and reviewed the 
record of his administration. Reciting 
the various accomplishments of his 
term, he pointed with particular pride 
to the passage of a certain act as the 
high spot of his tenure in office. This 
act, he said, “saved our citizens from 
the violation and destruction visited 
upon neighboring cities, where condi- 
tions at times approximated the law- 
lessness and hardships of the Middle 
Ages.” He wasn’t referring to an act 
outlawing the atomic bomb, or other- 
wise sparing the citizenry any of the 
horrors of war. He was talking about 
an act outlawing strikes in public 
utilities. 

That governor was Walter E. Edge, 
making his farewell address before the 
New Jersey state legislature. In 1946, 
his state grafted a new utility labor law 
onto its state code. New Jersey led the 


*Of the editorial staff of Pusric Urtitities 
ForTNIGHTLY. 
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way in declaring it to be public policy 
that utility services are at all times es- 
sential to the public welfare. Virginia 
did the same thing by gubernatorial 
edict. This year, 44 state legislatures 
are meeting, and many another gover- 
nor has stood on the rostrum in his own 
state capitol and asked for similar leg- 
islation to protect the public from stop- 
pages in vital utility services. That 
concept of the “essentiality” of utility 
service has spread across the states. It 
might be worth while, then, to take a 
brief look at the pattern set last year by 
New Jersey and Virginia, and to sur- 
vey some of the early proposals for new 
utility laws now being debated in state 
legislatures. 


| poy look first at the forerunner of 
all state utility measures — that 
New Jersey law of 1946. It provides 
for seizure and operation of utilities by 
the state in the event of a strike. It calls 
for a 60-day cooling-off period before 
any changes in union-company contract 
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relations can be made, and it requires 
that all labor contracts remain in effect 
no less than one year. If unions and 
management cannot get together on 
terms during the cooling off-period, a 
state mediation board assumes juris- 
diction and names fact-finding panels. 
These panels have fifteen additional 
days to effect a settlement, and, if a 
strike or lockout still threatens, the 
governor can seize and operate the 
plant in dispute. 


That’s the gist of the measure as 
written. Note the absence of any re- 
quirement of compulsory arbitration. 
In operation over the past eleven 
months, the law has been shown to 
have one major fault. That is the lack 
of penalty for refusing to work after 
the state has seized a struck plant. On 
Christmas eve, workers in two large 
New Jersey Public Service gas plants 
walked off their jobs despite two facts : 
(1) The unions had accepted arbitra- 
tion, and (2) the plants were in state 
hands. Governor Edge promptly de- 
clared the walkout to be a flagrant vio- 
lation of the law, but he was powerless 
to get workers back into the plants un- 
til agreement was reached among state, 
company, and union officials on a long 
list of union grievances. 

A few days later, in his farewell 
speech, Governor Edge asked for 
“teeth” in the antistrike law to freeze 
workers at their posts. His successor, 
Governor Alfred E. Driscoll, who has 
taken over the helm, already has re- 
quested sanctions against those who 
strike while legal proceedings are pend- 
ing, and those who strike against the 
state. Governor Driscoll did not ask for 
criminal penalties against strikers, but 
only “sanctions,”’ presumably fines, dis- 
charge, or loss of union privileges. He 


favors authorizing the labor tribunal to 
set terms of continued employment 
while the utility is under state control. 
Stated succinctly, Driscoll’s aim is to 
protect the public interest without in- 
vading the freedom of contract or im- 
posing involuntary servitude. A bill 
covering his recommendations has been 
introduced in the legislature, and is 
currently progressing through the leg- 
islative mill. Incidentally, many state 
executives have expressed interest in 
the New Jersey labor law, and they are 
reported to be in close touch with Gov- 
ernor Driscoll. 


HE history of utility labor law in 

Virginia is quite a bit different, 
but has proved to be even more effec- 
tive in keeping plants in operation 
despite serious labor difficulties. The 
firm position taken by Virginia’s Gov- 
ernor Tuck last spring in the face of a 
statewide power strike threat was at 
first only an improvisation. Negotia- 
tions between Virginia Electric & 
Power Company and the International 
Brotherhood of Electrical Workers 
(AFL) had reached a stalemate when 
the governor decided that an interrup- 
tion to electric service just must not 
happen. He used a combination of 
laws, at least one of which had been on 
the books since Colonial days, to keep 
the “juice” flowing through power 
lines. Governor Tuck held that pos- 
sible failure of the company to furnish 
“reasonably adequate service” would 
be a violation of law. He therefore de- 
clared an emergency, which gave him 
the right to seize the threatened plants. 
Next, using a hoary old statute that 
could be traced back to the time of Gov- 
ernor Patrick Henry, he drafted into 
the state militia all company workers 
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Felony to Interrupt Electric Service 


c¢ ty in highly industrialized Michigan, the state legislature is look- 

ing over a bill by Representative Lewis G. Christman of Ann Ar- 

bor, which would make it a felony to interrupt electric power service to the 

public. A similiar bill, providing for fines ranging from $500 to $5,000 
for violations, was defeated in 1945.” 





essential to operate the equipment, and 
required them to report for active duty 
at their jobs in the power plants. Re- 
fusal to obey would have made the 
workers liable to punishment by court- 
martial. 

This maneuver successfully brought 
the dispute to an end, but there was still 
need for a modern statute covering fu- 
ture labor strife. Governor Tuck intro- 
duced a new concept of handling utility 
strikes by submitting to a special ses- 
sion of the Virginia general assembly 
the “toughest” antistrike bill yet de- 
vised. 

Working on the theory that state 
seizure of utility properties should be 
discouraged rather than promoted, the 
bill makes operation of the utility un- 
der seizure so onerous to both sides that 
every effort to reach a compromise 
short of a strike will probably be made. 
That bill passed the assembly by an as- 
tonishing majority of both houses, and 
is now the law of the state. 


FEB. 27, 1947 


H™: what the new Virginia law 
provides: The governor must be 
notified at least five weeks in advance 
of any proposed strike or lockout. 
Service interruptions during that pe- 
riod, of course, would be violations of 
law. Within those five weeks, the gov- 
ernor will decide two things: (1) 
whether necessity requires the state to 
take over the properties to protect the 
public through continued operation; 
and (2) whether any utility employees 
affected would be unwilling to work for 
the state and, if so, to train or arrange 
for their replacement. Workers refus- 
ing to accept state employment would 
not lose their status as private company 
employees, but they would lose their 
pay, unemployment compensation, and 
any right to picket or otherwise inter- 
fere with those employees remaining on 
the job, while the state held the prop- 
erties. The real “joker” in the law, 
however, the thing that would give both 
unions and company the incentive to 
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agree on any reasonable terms rather 
than submit to state control, is this pro- 
vision: During state operation, labor 
unions will be deprived of their mem- 
bership dues, and the utility company 
will be charged 15 per cent of net rev- 
enues as a state “service charge.” The 
effect of the new law is likely to be felt 
at once, for the same power company 
and its employees are negotiating their 
1947 contract as this is written. Ne- 
gotiators are conferring with this 
Damocletian sword of law hanging 
just above their heads, its sharp blade 
glinting menacingly. It simply cannot 
be ignored. 

Since both Virginia and New Jer- 
sey have now acted to deprive utility 
unions of the actual right to order 
strikes, it is significant that both states 
are seeking methods to treat essential 
workers fairly and justly. New and en- 
larged facilities are being sought for 
hearing of grievances and otherwise af- 
fording these unions redress short of 
strikes. Both Governor Tuck and 
former Governor Edge favor placing 
utility labor problems on the doorstep 
of the state commissions which fix util- 
ity rates. So far, however, commission 
opposition to this proposal has kept the 
issue out of legislative bill hoppers. 
Governor Driscoll seems to lean toward 
strengthening state mediation boards to 
supervise utility labor relations. 

To its antiutility strike law, Virginia 
has also added an anticlosed shop 
measure, guaranteeing the “right to 
work” without union affiliation to 
every worker in intrastate industry. 
There is some doubt about the legality 
of the “right-to-work” law in inter- 
state businesses. Governor Tuck him- 
self has admitted it may not be consti- 
tutional when applied to industries op- 


erating in interstate commerce. For 
this reason, the Vepco contract nego- 
tiations mentioned above are being 
watched closely, since some of the util- 
ity’s power lines go into North Caro- 
lina and West Virginia. 


O” in highly industrialized Mich- 

igan, the state legislature is look- 
ing over a bill by Representative Lewis 
G. Christman of Ann Arbor, which 
would make it a felony to interrupt 
electric power service to the public. A 
similar bill, providing for fines ranging 
from $500 to $5,000 for violations, 
was defeated in 1945. This year’s 
measure has a better chance, and may 
be broadened to include other essential 
utility services. Other labor measures 
filed in the Michigan House of Repre- 
sentatives would require all unions to 
file information on membership, dues, 
assessments, and financial condition, 
make them incorporate and become 
civilly liable for damages resulting 
from strikes or labor disputes. Still an- 
other measure would “restore democ- 
racy in strike votes” by calling for a 
secret strike ballot supervised by the 
state labor mediation board. No strike 
would be legal unless a majority of the 
employees voted to stop work. 

If it is true that a burned child dreads 
the fire, then more than likely the 
grownups will stay away from the 
flame the second time, too. After last 
year’s utility fiasco in Pittsburgh, 
where a catastrophic 27-day strike crip- 
pled the nation’s steel production, af- 
fected 100,000 industrial workers, and 
caused an estimated loss in wages, 
sales, etc., of perhaps $300,000,000, 
there could well be expected a demand 
for stringent legislation to prevent 
major utility strikes from happening 
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notified at least five weeks in advance of any proposed strike 


q “_.. the new Virginia law provides: The governor must be 


or lockout. Service interruptions during that period, of 
course, would be violations of law. Within those five weeks, 
the governor will decide two things: (1) whether necessity 
requires the state to take over the properties to protect the 
public through continued operation; and (2) whether any 
utility employees affected would be unwilling to work for the 
state and, if so, to train or arrange for their replacement.” 


again in the state. Sure enough, a most 
drastic utility strike bill, the only one 
calling for unqualified compulsory 
arbitration, was introduced in the 
Pennsylvania legislature on January 
22nd of this year. It was filed by Rep- 
resentative Hiram G, Andrews, Cam- 
bria Democrat, the minority floor 
leader. 

This bill requires that in all contracts 
between unions and utilities there must 
be a binding commitment by both sides 
to accept arbitration by the state de- 
partment of labor and industry in all 
disputes which cannot be amicably set- 
tled. If a union violates the provisions 
of the bill, it would lose its right to 
bargain collectively for its members. 
If a utility ignores the bill’s require- 
ments, it forfeits its certificate of pub- 
lic convenience. In other words, break- 
ing this labor law would mean going 
out of business. So far, majority opin- 
ion in the Pennsylvania legislature has 
not crystallized toward this or any oth- 
er labor bill. It does seem, though, that 
a measure less vindictive would win 
more support in a conservative as- 
sembly. 


A SLIGHTLY limited form of com- 
pulsory arbitration is provided 


e 


in a bill now before the Missouri legis- 
lature. Last month Governor Donnelly 
asked for curbs on strikes in essential 
industries “which affect the lives, 
health, or safety of the general public, 
or challenge the sovereignty of state 
government.” He received in answer a 
somewhat imperfect bill which gives 
him authority to seize and operate 
strike-bound utility properties, pro- 
vides stiff penalties for failure to arbi- 
trate disputes, and eliminates the closed 
shop. The bill was introduced by State 
Senator Charles L. Madison, Kansas 
City Republican. 

Under the terms of the Madison 
Bill, seizure of “essential” property and 
plants could only be done after a strike 
or lockout lasted forty-eight hours. 
State operation would continue under 
the same conditions prevailing at the 
beginning of the dispute. Compulsory 
arbitration could be requested by the 
disputants involved, by city and county 
officials, or by petition of twenty-five 
citizens, but the arbitration would be 
limited to jurisdictional controversies 
and those involving construction of 
union contracts. If the arbitration 
board’s findings are unsatisfactory, 
either party can give notice of a strike 
or lockout to take effect after a “cool- 


FEB. 27, 1947 280 





a a a ee ee ae ee ee 


—_— a a. 





XUM 


UTILITY LABOR BILLS IN STATE CAPITALS 


ing-off period” of sixty days. If both 
parties agree to an arbitration board’s 
findings, any subsequent violation 
would be an unfair labor practice, and 
the offender would be liable to restraint 
by injunction. The usual “tightening- 
up” provisions regarding liability for 
damages and definitions of union re- 
sponsibility also are included in Madi- 
son’s Bill. Considerable rewriting of 
the measure is in prospect before its 
final venture on the floors of the Mis- 
souri assembly. 

In Minnesota, a piece of legislation 
aimed at strikes of public employees 
is in the works at the state house of 
representatives. Sponsored by Repre- 
sentative Joseph Prifrel, house minor- 
ity leader, it places all public workers 
under jurisdiction of the state labor 
conciliator’s office, and requires that 
any dispute must be submitted to that 
office if either side asks for it. Negotia- 
tors are then bound to remain in ses- 
sion at the conciliator’s discretion un- 
til an agreement is reached. Specially 
difficult problems can be referred to the 
governor for the appointment of a fact- 
finding board. This bill, if passed, 
would affect workers in municipally 
owned utilities, but the legislators evi- 
dently feel there is no need to extend 
its provisions to cover workers in 
business-managed utilities. Presum- 
ably such workers would come under 
its jurisdiction when and if the state 
seized the properties of a private 
company. Minnesota assemblymen are 
also working on an amendment to the 
state Constitution which would ban the 
closed shop throughout the state. 


I ‘ais spot check of state bills has 
been necessarily sketchy, but it is 
enough to indicate a definite trend 


toward local handling of serious labor 
disputes. It is sufficient to show that 
the men in state capitals recognize the 
inherent danger behind every utility 
labor argument. They seem anxious to 
do something about the causes of labor 
unrest where they affect so many thou- 
sands of people so vitally. In many in- 
stances, state leaders have preferred to 
investigate before they legislate, and 
have examined state labor laws. 

In some states, Massachusetts for 
one example, no labor bills are to be 
taken up in the legislature until a tri- 
partite labor-management-public panel 
has finished an analysis of the state 
labor code and its shortcomings. In 
Massachusetts, as in many other states, 
utility management and utility union 
men are sitting on these survey panels, 
and thereby have an actual voice in 
shaping state labor reforms. Their rec- 
ommendations, if reasonable and just, 
probably will find their way into law, 
and should provide the most direct and 
practical solution to a difficult problem. 
Another remedial source being thor- 
oughly explored is the overhauling of 
state mediation facilities. 

In any event, it is, perhaps, not too 
foolhardy to forecast or envision other 
governors on other state capitol ros- 
trums sending forth messages to future 
assemblies of state legislators, pointing 
with pride to strong new laws guaran- 
teeing to all the citizens reasonable pro- 
tection from the economic disaster of a 
utility strike. It may be equally prudent 
to conclude that, bolstered by effective 
state machinery designed to keep util- 
ity wheels turning even though unions 
and management are at odds, the 
chances of voluntary agreement 
through genuine bargaining in good 
faith will be greatly improved in 1947. 
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Propaganda for the Gander 


The annual reports to Congress and the appearance 

before congressional committees by government offi- 

cials are viewed in the light of possible utilization for 
lobbying and propaganda purposes. 


By LANDON GATES* 


convened the Clerk of the U. S. 

Senate released a list of those 
who had registered as lobbyists under 
the new LaFollette-Monroney Act. 
There were over 300 of them, includ- 
ing about a half-dozen who represented 
various forms of public utility enter- 
prises. 

But not a single government official 
appeared on this list. True, there were 
a number of former government offi- 
cials, including six ex-Congressmen 
(one of whom, incidentally, registered 
as a lobbyist for Rural Electrification 
Administration co-ops and another for 
a Pacific coast utility company). But 
Federal officials now on the public pay- 
roll did not register, for the very good 
reason that the registration act does 
not require them to do so. In short, the 
act specifically exempts public officials 
making reports or appearing before 
Congress in the course of their duties. 
And yet, one may well raise the ques- 
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tion whether annual reports and ap- 
pearances before congressional com- 
mittees do not offer a superb oppor- 
tunity for both lobbying and propa- 
ganda activity. 


pond before the recent election, 
for example, Secretary of Interior 
Krug complained, in a speech on the 
West coast, that representatives of pri- 
vate interests had appeared before a 
congressional appropriations commit- 
tee and had been partially successful in 
cutting out or cutting down funds 
which were needed by his department. 
And yet, if one would go back to the 
record of hearings before these con- 
gressional appropriations committees 
or subcommittees, it would become im- 
mediately apparent that the testimony 
by public officials advocating greater ap- 
propriations exceeded by far in volume 
any contrary or offsetting testimony by 
representatives of private interests. 
Congress in its wisdom in passing 
the LaFollette-Monroney Act evident- 
ly intended to leave this exemption in 
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favor of public officials. Yet one would 
be hard put to differentiate in principle 
between lobbying activities by public 
and private interests alike. When the 
lobbyist for the REA co-ops, for ex- 
ample (who properly registered under 
the act), appeared before a subcom- 
mittee of the House Interstate and For- 
eign Commerce Committee, at the last 
session of Congress, he advanced about 
the same arguments in support of the 
REA program as REA Administrator 
Wickard. If the REA co-op association 
chief was admittedly lobbying—then 
what was Mr. Wickard doing, at the 
same time, in the same place, and using 
about the same arguments ? 

Of course, virtually every act of Con- 
gress, setting up agencies such as REA 
or the Tennessee Valley Authority or 
the Bonneville Power Administration, 
contains a clause somewhere in that 
statute requiring the principal official 
to report to Congress. The period spe- 
cified is usually an annual report. This 
is no doubt a proper and desirable re- 
quirement. But it also enables the 
agency chief to lobby if he wants to, 
pressing a particular point of view 
through the medium of his annual re- 
port. One might call it “lobbying by 
act of Congress.” 


 Pipeorsmsagd if these agencies did not 
report to Congress, periodically, 
their failure to do so might well be 
criticized. On the other hand, even a 
casual examination of some annual re- 
ports indicates that agency heads have 
followed the understandable and hu- 
man tendency to put their best side out 
and use their annual report for specific 
pleading. For example, the report of 
the Secretary of Interior a year ago (at 
that time Harold L, Ickes) was origi- 


nally sent down to Congress in loose 
leaf form and later bound in a most im- 
pressing format comparable in many 
ways with a best seller, and titled “Vic- 
tory Edition.” Needless to say, it was 
widely circulated among other than 
members of the Congress—and prob- 
ably with considerable effect. 

Just how the annual report, admit- 
tedly necessary, could be stripped of 
its lobbying or propaganda activities is 
a serious policy question which Con- 
gress may have to grapple with if it 
wants to follow through reform policy 
commenced in the form of the lobby 
registration act. Perhaps the answer 
might lie in applying the same rules 
or standards of truth and consequences 
to annual reports of a government 
agency, as the Securities and Exchange 
Commission requires of prospectuses, 
issued by a corporation to prospective 
investors. After all a government 
agency’s annual report is, in a sense, a 
prospectus. It is not only an account of 
stewardship for the year preceding, 
but generally outlines reasons why Con- 
gress should invest further the tax 
money of the nation in carrying on the 
work and program of the particular 
agency. Perhaps, Congress should be 
just as careful in investing the taxpay- 
er’s money as the SEC is in protecting 
the general investing public from un- 
fair, untrue, or one-sided arguments by 
corporations offering securities to be 
traded in interstate commerce. 


yw from the lobbying activities of 
government officials, how about 
their general propaganda activities? 
When former Secretary of Interior 
Ickes, two years ago, referred to for- 
mer T VA Chairman Lilienthalasa busy 
and effective propagandist, Washing- 


283 FEB. 27, 1947 








PUBLIC UTILITIES FORTNIGHTLY 


ton observers were inclined to regard 
it as one expert paying a compliment 
to another. Certainly few propagan- 
dists, in or out of the government, have 
ever been as effective—in terms of ob- 
taining desired funds or power for 
their agencies—as Mr. Ickes. With the 
executive branch of the Federal gov- 
ernment spending nearly $75,000,000 
for educational, informational, promo- 
tional, and publicity activities during 
the past year (1946), can this be called 
an outlay for propaganda? Or is it 
propaganda only when private persons 
or corporations, particularly those with 
whom you disagree, engage in selling 
an idea to the public? 

In early 1928, the U. S. Senate di- 
rected the Federal Trade Commission 
to investigate privately owned electric 
and gas utilities for the purpose of ad- 
vising Congress on desirable legislation 
for the avoidance or correction of 
abuses or conduct believed inimical to 
the public interest. Although all phases 
of public utility activity were explored, 
early emphasis was laid on the efforts 
of the two types of public service com- 
panies to influence public opinion. 


Wa the summary report of the 

commission on this phase of its 
investigation was not published until 
1934, many of its more sensational 
findings were released to the daily press 
as early as 1929 and brought forth such 


7 


headlines as “Utilities Doctor School- 
books” or “Utilities Subsidize Teach- 
ers.”” The language of the summary re- 
port was, however, more subdued than 
that of the press releases. 

In summation of its findings on ef- 
forts of these utilities to influence pub- 
lic opinion, the commission said, in 
part: 


The record of this investigation estab- 
lishes conclusively that the electric and gas 
utilities, since about 1919, have carried on 
an aggressive, country-wide propaganda 
campaign. In it they have made use not only 
of their own agencies, but have enlisted out- 
side organizations in active, and often secret, 
aid. In it they have literally employed all 
forms of publicity except “sky writing” . . .* 


More specifically, the report stated : 


Acting on the theory that the two greatest 
public opinion forming agencies of the pres- 
ent and future generations are the press 
and the schools, the utilities, in planning 
their publicity and propaganda activities, 
gave most consideration to contacting and 
exploiting these two agencies. Officials and 
state directors were selected for their ex- 
perience, acquaintance, and ability to make 
contact with newspaper men and school 
men.... 

The influence of school men was obtained 
in numerous ways. Some were invited to 
speak at utility meetings, others were en- 
gaged for vacation jobs, often at small re- 
muneration. Others were invited to sit in 
on committees with utility men to plan 
courses for utility studies. Others were paid 
to make studies or to write articles. Direct 
money payments, some quite large, were 
made to many educational institutions, in- 
cluding several of the leading universities. 
Surveys were made of textbooks in use 





*It was former NELA Publicity Director 
George Oxley who frankly told the commis- 
sion that his organization had used all forms 
of publicity “except ‘sky writing.’” 


“Tue Public Works Administration, formed in 1933, was 
created to increase employment through the financing of 
public works, to which it was authorized to lend 55 per cent 
and grant 45 per cent of their cost. But nothing in the act 
creating it would appear to authorize the active promotion of 
public works, just so the taxpayers’ money could be lent and 


given to them.” 
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and pressure brought to bear on textbook 
publishers to eliminate matter deemed unfair 
or prejudicial by the utilities. 

It is interesting to note that the com- 
mission was not directed by the Senate 
to investigate similar activities of pub- 
licly owned utilities or those of groups 
advocating public ownership of elec- 
tric and gas systems. 

Because of the unfavorable pub- 
licity resulting from use by the daily 
press of the commission’s releases, elec- 
tric and gas utilities immediately aban- 
doned all efforts to influence public 
opinion. The National Electric Light 
Association, which had borne the brunt 
of the commission’s attack, was dis- 
banded and replaced by Edison Electric 
Institute, purely a fact-finding agency 
now registered with the Securities and 
Exchange Commission under the Hold- 
ing Company Act. Although Ameri- 
can Gas Association continued without 
change in form, its press releases were 
carefully restricted to statistical in- 
formation only. 


uT this does not mean that all 
efforts to influence public opinion 
in the United States in matters pertain- 
ing to electric and gas utility services 
ceased. Rather, while private enter- 
prise in these fields of public service was 
prevented by the force of public opinion 
from defending itself from political at- 
tack, propaganda for public ownership 
of these services was vastly stimulated. 
As the Brookings Institution said in 
its report of June, 1937, to the Senate 
committee investigating executive 
agencies : 
Notwithstanding the fact that the employ- 
ment of “publicity experts” is forbidden by 
the act of October 22, 1913, unless funds “are 


specifically appropriated for that purpose,” 
publicity agents are nevertheless appointed 
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under other designations, and one of the re- 
sults has been an increasing flood of press 
releases ... 

Even before we entered World War 
II, their number was estimated at 
around 30,000 and many of them were 
engaged in spreading the gospel of pub- 
lic ownership of electric and gas utili- 
ties. 

Others than “publicity experts” have 
been engaged in the same pursuit. Al- 
though the Federal Power Commis- 
sion, under the Federal Water Power 
Act of 1920, is authorized to give 
preference to applications by states and 
municipalities for permits and licenses 
to build and operate works on navigable 
waters, nothing in the act would appear 
to authorize the promotion by it of pub- 
lic ownership of electric and gas sup- 
ply systems. 


Y™ by word and deed, its commis- 
sioners and staff have lent en- 
couragement in numerous ways to the 
establishment of public power projects, 
and public acquisition and operation of 
local distribution systems. Indicative 
of this type of effort to influence public 
opinion is the trip of the then FPC 
chairman at commission expense to 
Boise, Idaho, in 1945 to deliver his 
“personal” plea for the establishment of 
a Columbia Valley Authority. 

The Public Works Administration, 
formed in 1933, was created to increase 
employment through the financing of 
public works, to which it was author- 
ized to lend 55 per cent and grant 45 
per cent of their cost. But nothing in 
the act creating it would appear to 
authorize the active promotion of pub- 
lic works, just so the taxpayers’ money 
could be lent and given to them. Yet, 
during its early years, the Public Works 
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Propaganda in Schools, Colleges, and Universities 


74 i is interesting to learn that REA carried on its propaganda activi- 

ties in our schools, colleges, and universities only ‘by invitation’ — 

that it didn’t just walk in and force propaganda down the throats of pro- 

testing educators. We find that even the publishers of textbooks ‘invited’ 

REA to see that rural electrification with the funds of the taxpayers was 
presented in the proper light.” 





Administrator, who was also the 
Secretary of the Interior, directly or 
through a sizable publicity staff, en- 
couraged the establishment of publicly 
owned utilities to compete with or sup- 
plant existing private systems. 

While the Reclamation Act of 1906 
provided that the Secretary of the In- 
terior might lease surplus power from 
irrigation projects, “giving preference 
to municipal purposes,” no Secretary 
of the Interior prior to 1933 appeared 
to consider the Bureau of Reclamation 
under a mandate to encourage public 
ownership of electric utilities, merely 
to enable the Secretary to give that 
“preference.” In fact, prior to 1933, 
the Bureau of Reclamation coOperated 
with private power companies near its 
projects to the advantage of both. 


geen the Bonneville Act of 

1937, outlining the policies to be 
followed by the Bonneville Power Ad- 
ministration under the Secretary of the 
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Interior, provided that preference and 
priority in the disposal of energy pro- 
duced at Bonneville and Grand Coulee 
dams should be given public bodies and 
cooperatives “for the benefit of the gen- 
eral public, and particularly of domes- 
tic and rural consumers.” But nothing 
in the act would appear to direct either 
the Secretary of the Interior or the 
Bonneville Power Administrator to en- 
courage campaigns for the public own- 
ership of local electric supply systems. 
The Tennessee Valley Authority Act 
of 1933, aside from certain specific 
provisions for maintenance and opera- 
tion of the Wilson dam, administration 
of the fertilizer plant at Muscle Shoals, 
and construction of Norris dam, called 
for promotion of the national defense, 
furtherance of the proper use, con- 
servation, and development of the nat- 
ural resources of the Tennessee river 
area, the furthering of agricultural 
and industrial development, and pro- 
motion of the economic and social well- 
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being of the people of the region. But 
the act does not appear to require that 
the TVA directors shall act as evan- 
gelists for the establishment of other 
river development and public owner- 
ship outside its zone of operations. Nor 
does it appear that TVA is required to 
maintain a staff of publicity experts to 
spread the praise of the “authority” 
type of development. This is what Mr. 
Ickes, then advocating a rival type of 
development, had in mind when he 
acknowledged Mr. Lilienthal’s prowess 
as a propagandist. 


uT none of the Federal bureaus and 
agencies has been quite so frank in 

its efforts to influence public opinion 
in the same ways for which private elec- 
tric and gas utilities were condemned 
as the Rural Electrification Admin- 
istration. After reciting the war-in- 
duced handicaps that retarded its activi- 
ties in the 1945 fiscal year, it states on 
page 12 of its annual report for that 
period : 

. .. the groundwork for a broader postwar 

program in this field was laid in educational 

studies and contacts 

And how was this groundwork laid ? 
By employing “all forms of publicity 
except ‘sky writing’”; by furnishing 
material on rural electrification to the 
weekly and daily press, for the radio, 
and to farm and cooperative journals ; 
by securing “the influence of school 
men”; and by supplying “material on 
rural electrification and its socio- 
economic impact on the nation’ to pub- 
lishers of textbooks. 

Of its general publicity activities, 
REA reports: 


Several million pamphlets covering util- 
ization of electric equipment and appliances 
were distributed to rural people through 
REA borrowers, vocational teachers, and 
county extension service workers. 
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N” only privately owned electric 
and gas utilities, but manu- 
facturers of electric and gas equipment 
and appliances, have for years pub- 
lished and distributed literature descrip- 
tive of their energy-consuming devices 
to the public and at no time has this 
form of merchandising activity been 
considered improper. But, in distribut- 
ing this literature, they used the mails 
or their own employees. 
Again, the REA report says: 


Articles and material were prepared on 
request for farm and coOdperative journals, 
for the radio, and for the weekly and daily 
press on many subjects of public interest 
connected with rural electrification. 


Although “on request” is not de- 
fined, it will be noted that REA has 
been employing the same media to in- 
fluence public opinion as did private 
utilities. 

In connection with its use and at- 
tempts to influence school men, REA 
reports : 


Visits were paid to eight state depart- 
ments of education and twelve state 
teachers colleges for the purpose of ex- 
changing knowledge on the position of rural 
electrification in teaching curricula at the 
various levels. Rural electrification as a field 
of study was discussed.at three college work- 
shops on rural education in which a rep- 
resentative of REA participated by invita- 
tion. These workshops were held at the 
universities of Virginia and North Carolina 
and Peabody College in Tennessee. Actual 
training instruction was given vocational 
teachers in Kentucky by the Kentucky State 
Department of Agriculture in collaboration 
with REA borrowers in Kentucky and with 
help from REA. 


it is interesting to learn that REA 
carried on its propaganda activities 
in our schools, colleges, and universi- 
ties only “by invitation”—that it didn’t 
just walk in and force propaganda 
down the throats of protesting educa- 
tors. We find that even the publishers 
of textbooks “invited” REA to see 
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that rural electrification with the funds 
of the taxpayers was presented in the 
proper light. We read in the REA re- 
port that 


Publishers, particularly in the textbook 
field, were interested in receiving material 
on rural electrification and its socio-economic 
impact on the nation. Articles, background 
material, and photographs were prepared 
at the request of educational publishers. The 
American Education Press published a note- 
worthy feature on rural electrification for 
its grade-school readers. 


Turning now to the questions first 
proposed, consider what Professor Ed- 
win R. A. Seligman of Columbia Uni- 
versity has to say about propaganda. 
In his report on public utility propa- 
ganda to the committee on ethics of 
the American Association of Univer- 
sity Professors, published in the May, 
1930, bulletin of that association, he 
said: 


In its origin the word propaganda was en- 
tirely innocent and innocuous. To propa- 
gate means to spread from person to per- 
son, to disseminate, to extend the knowledge 
of. The first time that the term came into 
common use was in 1622 when the Roman 
Catholic Church established the so-called 
Congregatorio de Propaganda Fide, or the 
Congregation of Cardinals to Propagate the 
Faith, 1. ¢., to manage the missions. Shortly 
thereafter Urban VIII instituted the Col- 
lege of the Propaganda, which was designed 
to educate missionaries for every part of 
the world. So successful were its efforts 
that the term was applied to any organiza- 
tion or plan for spreading a particular doc- 
trine or system of principles. 


NLY since the start of World War 
I has the term acquired a some- 
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what different and less respected con- 
notation. The attempts of each coun- 
try during early war years to pin the 
blame for starting the war on its op- 
ponents led to the spreading of half- 
truths and absolute lies, all under the 
name of propaganda. It is not surpris- 
ing that, in the years to follow, the term 
has commonly been accepted to mean 
the dissemination by highly partisan 
groups of doctrines which are repro- 
bated by the general public or. by large 
sections of the community. 

Yet, no worthy end can be achieved 
without the attempt to educate or to in- 
fluence others. Every minister of the 
gospel in his pulpit is in a certain sense 
just as much engaged in spreading 
propaganda as is the Communist on his 
soap box. And the President of the 
United States is propagandizing when 
he exhorts Congress to adopt his legis- 
lative program, or when he appeals to 
the radio public to support his policies. 
It is only when untruths are spread or 
when the true authorship of propa- 
ganda is not disclosed that it becomes 
an evil. To quote Professor Seligman 
again: 

It is clear . . . that there can be no objec- 
tion to propaganda as such, always provided 
that it is open and aboveboard. Advertis- 
ing is the most prominent form of modern 
propaganda (but) where the advertisement 
is carried on the editorial page without a dis- 
closure of its true character, or where an 


editorial is paid for by some interested party, 
it obviously becomes in the highest degree 


“Every minister of the gospel in his pulpit is in a certain 
sense just as much engaged in spreading propaganda as is 
the Communist on his soap box. And the President of the 
United States is propagandizing when he exhorts Congress 
to adopt his legislative program, or when he appeals to the 
radio public to support his policies. It is only when untruths 
are spread or when the true authorship of propaganda is not 
disclosed that it becomes an evil.” 
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reprehensible. It involves a covert cheat, a 
deplorable deceit. 


A privately owned electric and gas 

utilities were quick to admit, they 
were engaged in propaganda activities 
in the years reviewed by the Federal 
Trade Commission. In a sense, they 
are engaged in propaganda today to the 
extent that they conduct advertising 
and sales campaigns. But it is equally 
true that all departments and agencies 
of our Federal government are likewise 
conducting propaganda campaigns. It 
is to the credit of REA that it has the 
moral courage to admit it. 

REA frankly states in its 1945 an- 
nual report that it has been distributing 
millions of pamphlets, selling the vir- 
tues of its methods of rural electrifica- 
tion, to the public and has been using 
schoolteachers, in part, as distributors. 
It has been preparing material on its 


own ideas of rural electrification for 
use on the radio, in farm and coopera- 
tive journals, and by the weekly and 
daily press. It has been visiting state 
departments of education, state teach- 
ers’ colleges, and college workshops to 
spread its own rural electrification 
formula. And it has been supplying 
material to the publishers of textbooks. 
To be sure, it has done all these things 
by “request” or by “invitation,” but no 
one familiar with the way a Federal 
agency can operate will imagine these 
“requests” and “invitations” were 
difficult to obtain. 

So far, no member of Congress has 
proposed that the Federal Trade Com- 
mission investigate the propaganda 
activities of REA. 

Can it be that sauce for the private 
goose is just applesauce for the public 
gander? 





Expanding Horizons of Technology 


¢ lh essere iy offers an avenue of escape from two of the 

economic dilemmas with which we have been con- 
fronted. The first is lassitude of investment in new facilities 
at a time when large numbers of our people were without many 
of the commodities commonly associated with the American 
standard of living. 

“It is likely that industry will make colossal investments in 
order to apply commercially the wide range of developments 
which technology now offers. 

“The second dilemma is that involved in rising incomes at 
a time when purchasing power is declining. Business justifiably 
fears that the prices which now have to be charged place many 
articles beyond the reach of the mass markets and this condition 
prevails primarily because labor efficiency is so low. 

“Our chief hope that, instead of pricing ourselves out of mar- 
kets, we can price many more commodities into the mass market, 
is found in technology, for it is through technological improve- 
ments alone that ‘real’ costs are reduced.” 

—Murray SHIELDs, 
Vice president, Bank of the Manhattan Company. 
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Do Foreign Co-ops Pay Taxes? 


The report of the House Committee on Small Business of the 79th 
Congress defended the tax-exempt status of codperatives in the United 


States. 


What is the corresponding practice abroad? A subsequent 


article by this author will explore foreign practice with respect to 
taxation of publicly owned utilities. 


By ARNOLD HAINES* 


HEN Representative Walter C. 

Ploeser (Republican from 

Missouri) recently introduced 
in the 80th Congress a resolution (H 
Res 18) to recreate the Small Business 
Committee, there was considerable op- 
position based on the claim that crea- 
tion of special committees tends to un- 
dermine the reforms contemplated by 
the new Congression Reorganization 
Act. Ploeser’s reasons, however, were 
quite interesting, not only to small 
business, but also to cooperatives and 
those concerned, for one reason or an- 
other, with the cooperative movement 
in the United States. 

Ploeser said flatly that the 1946 re- 
port of the old Select Committee on 
Small Business was a “whitewash” of 
cooperatives. The very fact that this 
committee of the 79th Congress even 
went into the matter of cooperatives 
when it was set up, originally, to aid 
small business may cause some sur- 
prise, since small businessmen (in the 
usual sense of that term) are not no- 


*Professional writer of business articles, 


Washington, D. C. 
FEB. 27, 1947 


toriously fond of codperatives, espe- 
cially competitive codperatives. Sena- 
tor Wherry (Republican from Ne- 
braska), who is chairman of the cor- 
responding special Senate Committee 
on Small Business, suggested one ex- 
planation. He said that when he took 
over the committee leadership he found 
that the staff personnel had been 
“infiltrated” by left-wing elements, 
many “borrowed” from other agencies 
of the Federal government. He added, 
“There’s no doubt that we’ve had ex- 
treme left-wingers and fellow travel- 
ers on all these committees.” 


B: that as it may. Ploeser says that 
he is out to “counteract” the 
“propaganda” spread by the 1946 re- 
port. This report, among other favor- 
able comments for the codperative 
movement in the United States, de- 
fended the tax-exempt or largely tax- 
exempt position of the codperatives. 
Now, inasmuch as the co-op is more or 
less a foreign importation, the ques- 
tion naturally arises as to just what 
these foreign countries do about tax- 
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ing co-ops. If they tax them, how does 
it happen that we have imported the 
cooperative form, but without the co- 
Operative tax ? 

The first foreign country one thinks 
of is Great Britain, where the codp- 
erative movement is supposed to have 
sprung into existence with the first 
successful operation of the famous 
Rochedale pioneers, beginning in 1844. 
The following excerpt from the re- 
marks of Sir John Anderson, chan- 
celor of the exchequer, before the 
House of Commons on October 17, 
1944, is of interest on the question 
of taxation of cooperatives, even 
though there are no gas or electric util- 
ity coOperatives of consequence in 
Great Britain: 


Since 1933 codperative societies have been 
taxed on the whole of their profits in the 
same way as limited companies. The divi- 
dend paid by such societies, which is the sum 
paid as discount, rebate, dividend, or bonus, 
is allowed as a deduction i in arriving at the 
assessable profits in the same way as dis- 
counts and rebates allowed by a company are 
deducted. The deduction admissible does 
not extend to any sum calculated by refer- 
ence to any share or interest in the capital of 
the society. 


Other sources of information indi- 
cate specifically that codperatives are 
given no special allowance for reserves. 

Next let us go to France. The only 
available statutory law on the subject 
is prior to the German occupation of 
World War II. But there has been no 
news of any change in recent French 
policy. With respect to French taxa- 
tion of codperatives, the following ex- 
cerpt from the United States Depart- 
ment of Commerce’s 1931 discussion 
of “Taxation on Business in France” 
is of interest : 


When cooperative associations possess es- 
tablishments for the sale or supplying of 
foodstuffs, goods, or merchandise, they are 
subject to the tax on commercial profits. 
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w Agricultural associations and codperative 
consumption associations are, nevertheless, 
exempt if they limit their activities to group- 
ing of orders of their members and distrib- 
ute in their establishments the foodstuffs, 
goods, and merchandise ordered. They are 
also exempt if they distribute annual 
bonuses to their members and set aside their 
bonus as a reserve which is not distributed 
among shareholders. 

But note also the following from a 
report made to the President of the 
United States by a board of inquiry in 
1937 on “Codperative Enterprise in 
Europe” : 

In France, the outcry of small retailers 
against tax favors to cooperatives brought 
about a change in the law; now French co- 
Operatives are taxed on exactly the same 
hasis as their competitors. 


grime source of information 
states that in France consumer 
cooperatives have no tax advantage 
over competitors, but that workers’ 
production societies get 25 per cent re- 
duction on taxes on gains. From the 
standpoint of public utility interest, 
however, the French treatment of tax- 
ing cooperatives is mostly theoretical, 
since there are no cooperatives in that 
country extensively engaged in gas, 
electric, or telephone service opera- 
tions. 

And now Sweden, which is of spe- 
cial interest because of the widespread 
operation of the cooperative movement 
in that country. It has been so success- 
ful as to have been the basis for a pre- 
war best seller by the American writer 
and Washington newspaper columnist, 
Marquis Childs. This book was en- 
titled The Middle Way. 

In Sweden, refunds to members of 
consumer codperatives are considered 
as the equivalent of costs of operation 
and not taxable as income. A coopera- 
tive society “has the right to dispose of 
the preceding year’s operational prof- 
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Check List of Income Tax Status of 
Cooperatives Abroad . 


Great Britain—Ta-xed on the same basis as private industry. 
France—Taxed on same basis as private industry. 

Sweden—Taxed on somewhat more severe basis than private industry. 
Norway—Formerly taxed on same basis as private industry but now 


tax exempt. 


Canada—Ta-ed on slightly more liberal basis than private industry. 


Argentina—Tax exempt. 
Australia—Tax exempt. 


USSR—Co-ops owned and operated by government but also taxed. 
Other countries reviewed either have no substantial codperative opera- 
tion of utilities or have not yet established postwar policy on this point. 





its as rebates (or increment payments 
in the case of producer societies), but 
it is also accepted that in making tax 
declarations the societies may deduct 
from their taxable income the whole 
sum thus disposed of. If, however, this 
sum is not paid out in its entirety, ow- 
ing to some receipts not being pro- 
duced, the undistributed remainder 
must be counted as income in the next 
year’s declarations.” 

Business practice in Sweden must be 
distinguished from that of other coun- 
tries. In 1939, in a report of the taxa- 
tion committee appointed by the Riks- 
dag in 1936, it was disclosed that the 
system of making rebates “had become 
so extensively developed by private 
traders that it would be actually unfair 
to cooperatives to change the law so as 
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to apply to them.” Under the Swedish 
tax system, individuals are subject to a 
capital (or property) tax upon one one- 
hundredth of the value of their income 
in tax declarations. This tax has been 
extended to codperatives which are 
required to add to their income “an 
amount corresponding to one two- 
hundreths of their capital additions in 
making tax declarations.” 

While “rebates” paid by consumer 
cooperatives are allowed to be deduct- 
ed from taxable income under the 
Swedish law, “the rebates paid to pur- 
chasers from consumer societies are 
considered to be savings on the pur- 
chases, and, therefore, not assessable as 
income in the individual’s tax return, 
provided the goods are consumed by 
the purchasers and not used in any 
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commercial transaction.” For this rea- 
son rebates paid by a central coopera- 
tive society to a local society constitute 
declarable income for tax purposes of 
the local society. Members of producer 
codperatives are required to include 
“increment payments” (dividends), 
made at the end of the year, in their 
tax declarations. 


yo report (to President Franklin 
D. Roosevelt) of the inquiry on 
“Cooperative Enterprises in Europe,” 
in 1937, goes on to say that under 
Swedish state income and capital tax 
laws, with regard to income from busi- 
ness, the rules are the same as those of 
the municipal taxation law. With re- 
gard to income from capital, Swedish 
cooperatives are at a disadvantage, be- 
ing subject to a graduated progressive 
tax the same as natural persons or for- 
eign companies, while domestic joint- 
stock companies are taxed on a differ- 
ent basis, in which the basic amount is 
calculated by placing the income in re- 
lation to the share capital plus the re- 
serve fund. It is for this reason that 
the Swedish Codperative Wholesale 
Society and a few of the larger local 
societies, such as the one in Stockholm, 
are using the joint-stock company form 
for their productive units, thus secur- 
ing certain relief from what they con- 
sider as abnormal pressure of taxation 
to which they would otherwise be 
subjected. 

Another statement, from the same 
source, discusses the tax situation as to 
cooperatives in the following manner : 

Codperatives pay no taxes on money used 
for patronage refunds, nor are such funds 
taxed as part of the income of the indi- 
viduals. In all other respects, save one, 

Swedish taxation is the same for codpera- 


tives and private business. The exception is 
that codperatives pay a graduated income 
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and capital tax on the same basis as natural 
persons or foreign corporations, while do- 
mestic joint-stock companies pay at a lower 
rate. 

For this reason cooperatives and some 
of the larger local societies are using the 
joint-stock company form of organization 
for their productive units. A government 
committee which has been studying this 
question has recommended that the law be 
changed to put codperatives on the same 
basis as domestic joint-stock companies. 


Next we come to Sweden’s Scandi- 
navian neighbor, Norway. With re- 
spect to the taxation of codperatives, 
the report (to President Roosevelt) of 
the inquiry on “Codperative Enter- 
prises in Europe,” in 1937, states that 
codperatives receive some _ special 
consideration. They pay property 
taxes and taxes on the presumed in- 
come of their property; but unless a 
society trades with nonmembers it 
does not have to pay an income tax on 
its earnings from its trading activities. 
This was the law from 1917 to 1933, 
when Parliament passed a law requir- 
ing cooperatives to pay state taxes on 
their entire surplus, including that part 
of their surplus returned to the mem- 
bers as a patronage refund. A campaign 
of protests resulted in the repeal of this 
law a year later and the reéstablishment 
of the 1917 law. 


N* Canada. Not unlike the feel- 
ing of many interested persons in 
the United States, who think that tax 
exemption of codperatives affords 
these organizations a competitive ad- 
vantage over ordinary business cor- 
porations, there developed in Canada a 
few years ago a similar situation. The 
regulatory law governing such organi- 
zations in Canada, however, until re- 
cently was more indefinite and uncer- 
tain in respect of its administration. 
As in the United States, codperatives 
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“Tue Argentina codperative utilities, although an out- 
growth of agricultural codperatives, have been well estab- 
lished a long time, have reached a considerable development, 
and are continuing to expand. Although operated largely in 
rural territories, they do serve some cities as large as 30,000 


or 40,000 population.” 


in Canada derived their exemption 
from tax on the theory of an agency 
relationship. The opposition contended 
that these organizations were carrying 
on business not as agents but on a 
trading basis for their own account and 
risk. 

After several years of agitation of 
the subject, hearings were held in 1945 
before a Royal Commission, which 
resulted in the enactment by the Ottawa 
Parliament on August 13, 1945, of an 
amended Canadian statute exempting 
new cooperatives only for a period of 
three tax years after commencing busi- 
ness. Existing cooperatives were 
generally taxed “as to interest on share 
capital earnings arising from non- 
member business if paid to members, 
and any unallocated earnings or reserve 
retained.” The measure provides for 
six basic features (from “Tax Liabil- 
ity of Codperatives,’”” Commerce and 
Industry Association of New York): 

1. Codperatives are to be considered 
on a different basis from profit busi- 
ness. 

2. In paying patronage refunds or 
“dividends,” codperatives may dis- 
tinguish between members and non- 
members, as in a difference in rate. 

3. Three per cent of “employed 
capital” is taxed at a rate beginning at 
about 35 per cent before distribution 
of earnings, but interest paid on any 
borrowed money is first deducted from 
the 3 per cent, and this tax may be thus 


e 


eliminated. ‘Employed capital” is 
total assets less moneys borrowed from 
banks. 

4. Cooperatives have until twelve 
months after the current tax year to 
allocate earnings. 

5. Moneys from current earnings 
used to redeem certificates of indebt- 
edness are tax free. 

6. Patronage dividends left with the 
cooperative with the written authoriza- 
tion of members, to be applied to share 
or loan capital, are tax free. 


6 Bee while patronage dividends or 
refunds are made _ deductible, 
income equivalent to an amount of 3 
per cent of capital employed in the 
business, before distribution of “earn- 
ings,” but after payment of patronage 
refunds, will be taxed at a rate starting 
at about 35 per cent. Interest paid on 
borrowed money, however, is first 
deducted from the amount representing 
the 3 per cent of capital employed. 

Other major countries in Europe, 
notably Poland, Switzerland, and de- 
feated Germany and Italy, did not have 
before the war any extensive codpera- 
tive operation of public utilities. Tax 
administrative policies in these coun- 
tries (other than Switzerland), since 
the conclusion of the war, have been 
in such a state of flux as not to permit 
comprehensive, analytical research. Let 
us, therefore, turn south of the border 
to Latin America. 


FEB. 27, 1947 294 





~~ a. ak ah 





DO FOREIGN CO-OPS PAY TAXES? 


The Argentina codperative utilities, 
although an outgrowth of agricultural 
cooperatives, have been well estab- 
lished a long time, have reached a 
considerable development, and are con- 
tinuing to expand. Although operated 
largely in rural territories, they do 
serve some cities as large as 30,000 or 
40,000 population. The codperatives 
pay no taxes, and likewise pay no 
import duties, a consideration of some 
importance as most equipment is 
imported. 

The central government officials 
have in the past informally recognized 
the unfairness of this situation to the 
privately owned utilities but have 
expressed complete inability to correct 
it, owing to the popularity of the 
cooperative movement. 

In Chile, contrary to the trend in the 
Argentine, there has been no sub- 
stantial cooperative operation in the 
utility field, although recently an active 


cooperative movement has appeared in 
other fields of commercial enterprise. 

In Australia, codperatives operated 
for the purpose of rendering services to 
shareholders are not subject to the in- 
come tax. 

In Soviet Russia, farm codperatives, 
although they are separate entities from 
the state for purposes of operation, are 
actually owned and operated by the 
state. Nevertheless, they are quite 
heavily taxed, especially with respect to 
any profits or dividends, money, or 
products over and above operating 
expenditure and further plant require- 
ments. There can be no comparison 
between taxation of codperatives and 
taxation of private business in Soviet 
Russia for the elementary reason that 
private business does not exist there. 
The ostensible form of the cooperative 
is quite widespread, however, espe- 
cially with respect to agricultural 
activities. 





¢ a Rey e in the continuation of the current high level 

of industrial production is justified so long as the in- 
flow of new business capital continues at the rate of recent 
months. The capitalistic system requires a continuous flow 
of new business capital. ... 

“Sales of new corporate securities for the purpose of raising 
new money have increased sharply since the war ended to a 
level that is well above any previous period except the boom 
period of the late 1920’s.... 

“The raising of large amounts of new business capital reflects 
the fact that businessmen have a high degree of confidence in 
the future. Their policies are based on long-term expectations. 
Many expect to produce improved old products, or new products 
developed during the war. 

“They are doing the things that characterize expanding enter- 
prise. They are taking present-risks in the hope of making future 
profits. This process is the backbone of our private enterprise 
system, and it creates new jobs and a rising standard of living. 
An adequate inflow of new business capital is the lifeblood of a 
robust economy.” 

—Excerrt from “Business Bulletin,” 
published by The Cleveland Trust Company. 
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Tonic for Seller’s Blues 


Telephone people were apologizing for their com- 

pany because they had never known it in the palmy 

days. So, the company got out a booklet to arouse 
employee pride of organization. 


By JAMES H. COLLINS* 


ou run into it everywhere, in 
Vo places worse than others, 

and definitely it will have to be 
licked this coming year—the seller’s 
market feeling among employees. 

A bank advertising man went to a 
convention of his own kind, the first 
time since the war, and was astonished 
by what he heard. Before the war bank 
men had discussed selling. Now they 
were all agog about “public relations,” 
which largely meant keeping the cus- 
tomers happy when you haven’t enough 
facilities to take care of them, and main- 
taining a good personal note among 
employees who, all day long, have to 
say “no” in fifty different ways. 

An antique dealer before the war, 
through a little periodical, had created 
a definite atmosphere for old things, 
appealing to sentiment for Grand fath- 
er’s clock and Mrs. O’Leary’s lamp. 
Many a brusque citizen whose insticts 
were all for the latest streamlined gadg- 
ets learned to feel reverence for lamps, 





*Business editor and author, Hollywood, 
California. 


coal scuttles, tack hammers, wax flow- 
ers—anything that had lived over from 
the 1880's. 

One day the ad man picked up from 
the ash can what seemed to him a 
genuine and rare antique, and remem- 
bered this dealer, and his little store 
periodical. Just the man to ask about 
his ash-can piece. 

“T have an occasional server, evi- 
dently dating around . . ,” he began, 
and a strident female voice interrupted : 

“We'd have to see it before we quot- 
ed you a price.” 

“But I only want to know whether 
it’s a collector’s item. .” 

“Say, ain’t I tellin’ you that we got 
to see it before we buy it!” 

And right there, a possible collector, 
for the days ahead when this antique 
dealer is again going to need custom- 
ers, lost his tender sentimental interest 
in antiques that had been nursed by the 
dealer’s periodical. Which was not the 
dealer’s fault—he is the victim of an 
employee who has never known any- 
thing but a seller’s market. 
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TONIC FOR SELLER’S BLUES 


I* Los Angeles, Will Williamson had 
an accident that laid him up, and 
wanted a telephone extension at his 
bedside. Remembering 1940, he as- 
sumed that this would be an installation 
to be made next morning. 

But that was another era, 1940 was 
far back over the hill. 

The young man from the telephone 
company patiently explained why such 
a request for such a convenience was 
absurd, impossible, not to be thought 
of within the next two years—prob- 
ably gone forever. He was nice about 
it, but Will Williamson could see 
that he was skeptical about anybody 
ever having had such telephone con- 
veniences. 

When he got around again, Will 
Williamson chipped and chaffed a tele- 
phone official about it and started 
something. The Southern California 
Telephone Company made a quiet sur- 
vey of its people, and discovered that 
hardly one in ten had ever known the 
company when it was in top form. 

When they were hired, a telephone 
had become a scarce article. People 
pleaded for one, tried to pull wires; 
had to be told, in a nice way, or in any 
way that would make them believe it, 
that there were no telephones; that 
there were no spare pairs in the cable 
under their street, even if they got a 
phone; that there were no switchboard 
facilities, no copper, no rubber, no 
labor; that all the phones were going 
to the armed forces ; that, even if there 
was a phone, you would have to have 
government permission. 


oe few employees had ever 
known their company when it had 
a surplus to sell, and a serviceman 
went out with a truck carrying every 
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kind of phone anybody could possibly 
want, and could practically sell service 
then and there, the company compiled 
a booklet for employees, telling them 
what the company had been in the past ; 
why temporarily it was obliged to 
apologize for its service; and what it 
would be like in a little while as new 
construction provided ample facilities. 

This booklet has had a definite in- 
fluence on the seller’s market “blues,” 
because younger employees have 
learned that, aside from interruptions 
of two wars, their company has always 
been able to meet all situations that 
rose for more than sixty years. 

And that meant not only sudden 
tides of new population, needing more 
local service, but steep peaks arising in 
toll service, as radio, the Olympic 
games, the growth of industry brought 
demand for more transcontinental and 
foreign calls requiring vast installa- 
tions. 

“As far as we are concerned, the war 
is not over,” the story begins, “as you 
can see when you know what it did to 
us.” 

At Pearl Harbor, the company had 
854,000 phones and 14,600 employees, 
8,400 of them women. Toll business 
to the East ran to about 2,000 calls 
daily. At Hiroshima, nearly four years 
later, it served 1,024,000 phones, had 
18,000 employees (13,400 women), 
and was handling 10,600 toll calls daily 
to the East. 


Shen war promptly stopped expan- 
sion of plant, along with all 


civilian construction. 

Telephone employees were among 
the first people called by the armed 
forces—the young men, especially, 
melted away fast. 
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Research and manufacturing facili- 
ties of the Bell system were taken over 
for war. 

Question: How did the company 
succeed in adding and serving 170,000 
more phones, 20 per cent expansion, 
during the war without getting much 
new equipment ? 

The answer: It lived mostly on the 
fat that a good telephone plant puts on 
in normal times. It used up its fat—its 
reserves. A good telephone system al- 
ways provides reserves everywhere in 
ordinary times so that, upon demand, 
even unforeseen emergency demand, it 
can provide new service, and promptly. 

That is what a telephone company 
can be when it has to deal with a buy- 
er’s market. Every group of cables un- 
der the street has spares for new resi- 
dence and business connections ; every 
conduit between branch offices has 
spares ; every warehouse has ample in- 
struments and supplies; every service 
truck goes out with the driver figura- 
tively calling, “What do ye lack ? What 
do ye lack ?” 

To provide for war plants in a few 
growing areas like San Diego, San 
Pedro, and Burbank, the company was 
permitted to add a limited amount of 
new equipment for war purposes only. 
And also to add a little long-distance 
plant—for war purposes. 

East across the Rockies, there were 
154 direct circuits before the war. To- 


day, there are 600. But they were de- 
veloped by rearranging existing lines. 
Copper was scarce, so engineering 
brains made several toll circuits appear 
where none had been before. 


_ surrender found the fat all 
used up, and 131,000 orders for 
phones which could not be filled with 
present plant. After five years of 
stretching, the company was short of 
instruments, cables in the street, 
switchboards, buildings. 

Three growth factors during the 
war had produced this shortage. 

First, war industries, with no letup 
at war’s end. 

Second, increased buying power— 
people who might not have had phones 
before, now demanding them. 

Third, a tremendously increased 
population — in Los Angeles county 
alone, 750,000 more people since 1940, 
equivalent to Metropolitan Omaha, 
Denver, and Lincoln moving to Los 
Angeles. 

With the war over, people felt that 
there were no longer any reasons for 
getting along without a telephone, and 
orders poured in. 

Worse, there is reason to believe 
that not all of them have as yet put in 
an order—but nearly a million have 
applied to date. 

When telephone employees think of 
that situation, they are apt to feel that 
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“TELEPHONE instruments are what everybody thinks of as 
phone service. Western. Electric made more than a million 
sets for civilians in 1945, more than four million in 1946. 
Sets have already become a minor problem. That was an as- 
sembly line job. Not so easy was the construction of new 
buildings, which the public seldom thinks of as part of phone 


service.” 
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TONIC FOR SELLER’S BLUES 


the seller’s market will last a very long 
time; that the fellow who wants a 
phone in his house, his office, is up 
against a pretty hopeless proposition ; 
and that there isn’t much use in kid- 
ding him along—the sooner he knows 
the worst, the sooner he will get busy 
worrying about something else. 

This was the attitude that came nat- 
urally to the new employee who did not 
know what the company had been, and 
could not imagine what it will be again, 
when its heavy postwar programs are 
completed. 


N” only had thousands of em- 
ployees never seen the company 
at normal, but hundreds of thousands 
of subscribers and would-be customers. 
There were hundreds of service repre- 
sentatives who had never spent a day 
saying, “Yes, Mrs, Smith, we’ll be glad 
to have that phone in tomorrow.” All 
they knew how to say was ““No—defi- 
nitely no!” in fifty ways. 

When it was tops, in 1940, the com- 
pany had clipped down the average toll 
connection to ninety seconds. When 
the new customer said he wanted his 
phone in, that was the time he got it. 
If his phone was out of order once in 
eighteen months to two years, that was 
exceptional. Repairs were made on a 
home phone in four hours or less, on a 
business phone in two hours or less. 

The system had a cushion of reserve 
equipment averaging 13 per cent. A 
disconnected number was allowed to 
“cool off,” did not have to be reas- 
signed immediately, to cause confu- 
sion. Overloads, busy signals, and 
slow operator responses were excep- 
tional, and could be remedied right 
away. 

“That’s the way it was,” says the 
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booklet, ‘‘and that’s the way it will be 
again, only better.” 

Objectives : 

Toll calls put through in less than a 
minute. 

Better service of the kinds now be- 
ing rendered, and more and better 
services to sell, like one-party service at 
only a dollar a month more than two- 
party, low-price phone extensions in 
even small homes. 

Radio phones to trucks, cars, boats. 

Two-day short-wave facilities into 
the remote region where somebody has 
struck oil, or gold, or uranium. 

Mobile phone service for the crowds 
at special events, something the com- 
pany learned to provide for battle. 


SB are things to be proud of, 
if you work for the telephone com- 
pany, and they are coming on a sched- 
ule that will bring many of them before 
the end of 1947. 

These schedules were tentatively 
worked out early in 1945, when it 
looked as though the war might end 
soon. When military orders fell off, 
after VJ-Day, Bell manufacturing fa- 
cilities were converted with exceptional 
speed. 

Telephone instruments are what 
everybody thinks of as phone service. 
Western Electric made more than a 
million sets for civilians in 1945, more 
than four million in 1946. Sets have 
already become a minor problem, That 
was an assembly line job. 

Not so easy was the construction of 
new buildings, which the public seldom 
thinks of as part of phone service. 

How much building was needed for 
the Southern California system? 

At war’s end, it was occupying 2,- 
750,000 square feet of floor space, 
FEB. 27, 1947 
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Amount of Telephone Equipment Needed 


= Aladdin could bring his magic lamp and instantly provide all the 

central office equipment needed right now, his genti would have to 

materialize upwards of 300,000 more phones, or half as many as are now 

in operation in southern California. They would have to solder, in some 
magic way, at least 30,000,000 connections.” 





equal to a structure 100 feet square and 
three times as high as the Empire State 
building—278 stories. It needs an- 
other 100 stories, or 1,000,000 square 
feet of floor space on top of that. Or 
$12,000,000 worth additional to the 
present $17,000,000 worth. 

A million more miles of wire—four 
pairs to the moon—for regional traffic, 
not toll lines. And only outside—per- 
haps two million miles more inside new 
telephone buildings. 

If Aladdin could bring his magic 
lamp and instantly provide all the cen- 
tral office equipment needed right now, 
his genii would have to materialize up- 
wards of 300,000 more phones, or 
half as many as are now in operation in 
southern California. They would have 
to solder, in some magic way, at least 
30,000,000 connections. 

However, Aladdin’s phone throws 
back the busy signal and, meanwhile, 
the organization is contriving “make 
do” methods that should arouse some 
pride among employees. 


pror are making more calls over 
present lines, talking longer, some- 
times the service isn’t very good—but, 
while waiting for full new equipment, 
engineers have added 100,000 more 
phones, with equipment that arrived, 
and expedients. 

There is an engineering committee 
that sits in session on everything sug- 
gested for stretching service during 
these seller’s market days, and finding 
some better way to connect more 
phones, improve the service. No idea 
is too novel. 

They investigate and report, and de- 
partment heads decide whether it shall 
be done. 

All the new connections are made by 
the company’s priority plan, which is 
fair to the public, and relieves em- 
ployees of many decisions, not to say 
arguments. Everything in No. 1 has to 
be filled before No. 2 is eligible—and so 
on down to No. 10. This states: 


1. Service necessary to _ public 
health ; temporary installations vital to 
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TONIC FOR SELLER’S BLUES 


the protection of life; changes of ad- 
dress in the same office. 

2. Business moves. 

3. New business established by vet- 
erans. 

4. Other business service. 

5. Residence main service in cases 
of disability or serious illness. 

6. Residence moves. 

7. New residence main service in 
connection with military production, 
reconversion, and employment, 

8. New residence main service for 
veterans, their families, veterans’ 
widows. 

9. All other residence main service. 

10. Residence extensions. 


BS dencenrs the telephone company 
is not only going to be good again, 
an organization for which no employee 
will have to apologize, but telephone 
service is going to be something dif- 
ferent from anything the public has 
known. 

“This is no stick-in-the-mud busi- 
ness,” says the booklet. “We may be 
bound by laws and regulations, and the 
public’s concept of what a communica- 
tions company ought to be, but we are 
never bound to the past in our tech- 
nical and scientific progress.” 

And some “famous firsts” are cited : 

It was a Bell telephone engineer who 
heard the first voice to span the Atlantic 
by radio—during World War I. 

First 2-way commercial radiotele- 
phone, linking Los Angeles and Cata- 
lina island, 1920. Made private by the 
first “speech scrambler.” 

First practical television demonstrat- 
ed by Bell engineers about nineteen 
years ago when pictures were sent over 
both telephone liens and radio; 2-way 
and color television demonstrated not 
long after. 

First practical talking movie sys- 
tem, developed by Bell engineers as a 
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by-product of telephone research, sold 
to Hollywood twenty years ago. More 
important than synchronizing pictures 
and speech was the problem of record- 
ing and reproducing so faithfully, and 
in such volume, that people in a large 
theater would enjoy natural quality 
dialogue and sound effects. 

Much of the radar used by Amer- 
ican ships in the recent war, and fire 
control apparatus for big guns, were 
Bell engineering contributions to vic- 
tory. 


|: engineers have developed an 
uncanny device which will ac- 
tually speak words when a trained op- 
erator depresses keys and levers. This 
is the “Voder.” Also, a remarkable 
system for making speech sounds vis- 
ible to the deaf — this may become 
hearing by watching a screen. 

Many of these achievements have 
been by-products of telephone and 
communications research. They are 
spectacular and easy to understand. 

But the most wonderful thing de- 
veloped by telephone research is the one 
that is the main objective, always, the 
telephone system itself. That is the 
constantly improving product of tens 
of thousands of fine brains, working 
unceasingly and by succession, in the 
telephone tradition. 

And to a certain extent with tied 
hands, because the telephone business, 
under regulation, is not allowed to 
earn the money needed for expansion 
and growth. That must come from in- 
vestment by the public, billions of dol- 
lars which could only be obtained if 
the business was successful. 

Since 1920 the telephone subscriber 
in any large city has had his rate re- 
duced 60 per cent, measured by the 
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number of phones he can reach with a 
local call, and transcontinental station- 
to-station calls have been brought 
down from $16.50 to $2.50. 

Now, looking ahead, the telephone 
employee who may be a little gloomy 
and curt because it is impossible to 
meet all present demands for service, 
can see new technical wonders looming 
up in the near future. 


bem spnee of tomorrow, as he 
talks to the complaining customer 
today, he is going to say to himself, 
“Boy, will you be astonished!” In that 
future about which he has private in- 
formation, he forgets this seller’s mar- 
ket impasse. 

The time is fast coming when short- 
wave and ultra short-wave radio will 
be used in telephone service. 

Where, in 1920, this company was 
proud of its speech-scrambled radio- 
telephone to Catalina island, now it has 
an ultra short-wave system there, send- 
ing eight conversations over one band 
of radio frequencies with complete 
privacy —a system developed for the 
Army and Navy by Bell “labs.” 

Tomorrow, the long-distance cus- 
tomer will get quicker connections by 
the use of dial equipment, probably en- 
abling him to dial his own number in 
a distant city, or at least speed up the 
operator’s work. 

The new transcontinental coaxial 
cable, to come to and through Los 
Angeles, will carry hundreds of tele- 
phone conversations through eight lit- 
tle tubes, each with only one wire in 
the center — and this cable will later 
carry television programs, as radio pro- 
grams are carried over telephone 
cables. 

Lest the employee, reading about 


these improvements, wonder whether 
his or her job is safe, with people dial- 
ing their own toll calls, the booklet 
winds up by showing that every tech- 
nical advance in the past has meant 
more employees and more oppor- 
tunities. 


N™ out of ten Bell phones today 
are dial operated, where a gen- 
eration ago they were all served by 
operators. 

The improvements in service and the 
decreasing rates have created many 
more subscribers, regardless of the 
growth in population. 

In the days of manual operation, the 
average wage earner could not afford a 
telephone. 

Today, the phone is as common- 
place as the refrigerator in every Amer- 
ican home. And the Bell system has 
many more operators and employees. 

Bell management is determined that 
it shall not become obsolete in its think- 
ing any more than in its equipment. It 
acknowledges no technical limitations 
or shackles. It has always found that 
the business offering improvements 
does more business. As the service is 
made better and more economical peo- 
ple use more of it. 

And that means more and better 
jobs, a better business for the individ- 
ual employee, reading this booklet to 
seek his or her career. 

The effect upon employee morale of 
this meaty booklet, which uses graphs 
and cartoons to make its points, as well 
as succinct text, has been so happy that 
probably other utilities and business 
concerns, cursed with the ““‘What’s the 
use?” feeling of the seller’s market, 
could overcome its employee inertia in 
the same manner. 
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Washington and the m_ 


Utilities 


Mr. Krug’s 20-year Plan 


—— of Congress are not so sure 
that Secretary Krug’s proposal for 
a billion-dollar check-up on the nation’s 
mineral reserves will get favorable treat- 
ment as an Interior project. Secretary 
Krug’s report also urged the construction 
of the St. Lawrence power-seaway proj- 
ect, the establishment of a Columbia 
Valley Authority, and the continuation 
of all other Federal hydro projects. He 
said this was necessary to prevent pri- 
vate utilities from interfering with the 
national policy objective of spreading the 
benefits of cheap public power as far and 
as wide as possible. 

On the score of public power alone, 
Krug recommended that Federal hydro 
output be stepped up from 14,000,000,000 
to 55,000,000,000 kilowatt hours by 1960. 
The St. Lawrence seaway is necessary, 
he said, to prevent the middle western 
smelting industry from moving over to 
the coastal areas of the nation after the 
steel and other ore deposits of the Middle 
West-Great Lakes areas are exhausted. 
In other words, the boats from foreign 
countries with imported ores could keep 
right on going up the St. Lawrence 
river to coastal ports on Lake Erie, and 
the steel blast furnaces of the Ohio valley 
could keep right on blasting away. 

But the Congressmen are becoming a 
little experienced now in the art of re- 
moving the “atomic dressing” from an- 
nual reports and budget recommenda- 
tions. Regarding the proposed 20-year 
plan for taking inventory of the nation’s 
mineral resources, one congressional 
member pointed out that quite a few sci- 
entists are thinking up ideas for a long, 
comfortable affiliation with the govern- 

















ment payroll. But if “this information is 
so vitally necessary as a matter of na- 
tional defense,” the member said, ‘we 
need it now or in the very near future— 
not twenty years from now.” 


_ from that, members of the Ap- 
propriations Committee indicate 
that they see little chance for a bigger and 
better Interior appropriation this year. 
The temper of the congressional ma- 
jority is plainly moving in the other di- 
rection. The chairman of the powerful 
House Rules Committee, however, has 
his own ideas on taking an inventory of 
the nation’s mineral resources. He is 
Representative Allen (Republican, IIli- 
nois), who has introduced a bill (HR 
1602) to create a National Mineral Re- 
sources Division. 

Although this would be set up within 
Interior, the proposed division would 
have its own director, appointed by the 
President, and would take over the ex- 
ploration, development, stockpiling, and 
so forth of critical materials. It also 
would absorb similar functions now per- 
formed within the Department of Inte- 
rior. The board would be able to spend 
up to $100,000,000 a year. But that is 
maximum authorization, not appropria- 
tion. 


5 
Atomic Band Wagon 


OBODY was much surprised when a 

fashionably dressed young woman 
recently walked into the famous Hotel 
Mayflower in Washington, D. C., with 
a hat ornament designed after the fashion 
of an artist’s concept of the atom. In the 
center of intercepting silver circlets, a 
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ruby-red sphere was suspended to sym- 
bolize what is supposed to be on every- 
body’s mind. And, indeed, it does seem 
to be on everybody’s mind in the na- 
tion’s capital these days. 

It is not so much scientific thinking 
that is going on here. It is how to cash 
in on the national and international con- 
cern over atomic energy possibilities. 
New and old-line government depart- 
ments and bureaus are looking over their 
programs to see if there is a possible 
“atomic angle” which can be developed. 
State, War, Navy, Justice, and Interior 
already have jumped on the “atomic 
band wagon” in some form or another. 
They have indicated that their respective 
functions have suddenly become most 
important because of some phase of de- 
velopment, protection, or national secu- 
rity in connection with the atom bomb 
or atomic energy research. 

The newly organized Atomic Energy 
Commission already is having a little dif- 
ficulty keeping in the forefront of the 
atomic spotlight. So many other bureaus 
seem determined to horn in on the act. 
Right on the heels of the annual report 
of the TVA, for example, which took 
a polite bow for making the atom what 
it is today (thanks to cheap TVA power) 
comes the Interior Department’s annual 
report by Secretary Krug. 


—— told Congress that what this 
country needs is a gigantic appraisal 
of its total mineral wealth and energy 
capacity. It would include the “price 
tagging” of all of our reserves, including 
oil, iron, copper, and fissionable mate- 
rials, so that we will be able to tell “what 
we have and what it is worth” for pur- 
poses of national security. It would be a 
20-year job and it would cost approxi- 
mately a billion dollars. The Interior Sec- 
retary told Congress that his department 
would be glad to take over this grave 
responsibility. 

“Research” is the golden word in the 
budget program for many of the govern- 
ment bureaus seeking more appropria- 
tions or at least to restrain the Repub- 
licans from cutting down on their funds 
too deeply. Research, everyone seems to 


agree, is very necessary. The Atomic 
Energy Commission seeks $443,000,000, 
much of it, presumably, for research. 
The War Department would like to get 
$220,000,000, and the Navy $36,000,000. 
The National Advisory Committee on 
Aeronautics $33,000,000. 

For research also the Agriculture De- 
partment wants $59,000,000, and the Bu- 
reau of Standards wants $8,000,000. The 
Bureau of Mines $1,600,000, and so on 
and on. Most of these “research” pro- 
grams casually hint about “atomic en- 
ergy possibilities” or “new techniques af- 
fected by an atomic age,” and so forth 
and so on. It would hardly be surprising 
if even the Bureau of Fisheries, the Post 
Office Department, or the Rural Electri- 
fication Administration popped up with 
an “atom angle.” 


¥ 


FPC Investigation? 


‘oo brings us to rumors floating 
around Washington that the FPC 
itself might be subject to a little con- 
gressional investigation. One has be- 
come accustomed to such rumors in con- 
nection with the Federal Communica- 
tions Commission. In fact, it seems to be 
in the cards that an FCC investigation 
will take place. But talk about an FPC 
investigation is more recent and more 
dubious. ; 

The February issue of Gas magazine 
carries an editorial demanding a full- 
dress inspection of the political and social 
leanings of FPC’s staff employees. Re- 
ferring to the expectation that the FPC 
will make a “mild report” to Congress 
on its recent natural gas investigation, 
and also that the FPC will make no new 
demands for additional jurisdiction over 
either production or end use of natural 
gas, the Gas editorial stated: 

The whispered suggestion that the FPC 
may decide to play dead for a while in re- 
spect to these two highly controversial fields 
of jurisdiction holds neither hope nor en- 
couragement for the natural gas industry, 
if the regulatory body is permitted to con- 
tinue with a rate-making policy that will 
inevitably take the ownership of the in- 
dustry out of the hands of private enterprise. 
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If this transfer of ownership is indeed the 
will of the people and the expressed intent 
of Congress, then the gas industry has no 
other course than to accept it as such, and 
resign itself to such managerial and oper- 
ating chores as the state may still deem 
best left in the hands of technical experts. 

But if it is not what Congress had in mind 
when it passed the Naturai Gas Act, then it 
is time that the Congress itself take the 
steps necessary to insure that its mandates 
be carried out as intended, and its objectives 
no longer tortured into devious channels by 
administrative stealth and connivance. 

We recommend in all earnestness that, just 
as the Federal Power Commission under- 
took an investigation of the natural gas in- 
dustry for the guidance of Congress, it is 
now time for the Congress to undertake an 
investigation of the Federal Power Commis- 
sion on its own account. Certainly a more 
thorough knowledge not only of the commis- 
sioners themselves, but of the background, 
the affiliations, and the social philosophies of 
the entire FPC staff would be of immense 
value to any congressional committee in ap- 
praising the weight and significance of what- 
ever report that staff may compile on the 
natural gas matters. 


The Gas magazine editors went on to 
remind their readers that regulatory pol- 
icies are more often the production of 
staff members than top echelon commis- 
sioners. They recalled that a congres- 
sional committee had to repudiate an em- 
barrassing report on the Inch pipe-line 
sale, written by an “inexperienced un- 
derling” of the War Assets Administra- 
tion. The editorial concluded: 

Unless Congress intends to delegate by 
default, to the Federal Power Commission, 
the right to decide whether the natural gas 
industry is to be publicly or priv ately owned, 
it must take immediate and positive steps to 
investigate and arrest the promulgation of 
those policies that are in opposition to legis- 
lative intent. 


} peepee jurisdiction over natural 
gas operations is still receiving the 
attention of the courts on two other 
fronts. The Panhandle Eastern Pipe Line 
Company has decided to sue in U. S. 
Court of Appeals for the District of Co- 
lumbia to set aside the operation of the 
recent FPC order granting the Michigan- 
Wisconsin Pipe Line Company authority 
to operate in the Detroit area, in which 
Panhandle Eastern claims to be render- 
ing prior and adequate service. 
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From Indiana comes word that the 
state supreme court has reversed a lower 
state court decision and has now upheld 
the authority of the Indiana Public Serv- 
ice Commission to regulate direct sales to 
industrial consumers within the Hoosier 
state by Panhandle Eastern Pipe Line 
Company. It is expected that the com- 
pany will take an appeal to the U. S. 
Supreme Court. A somewhat similar case 
is now pending before the Michigan Su- 
preme Court. The National Association 
of Railroad and Utilities Commissioners 
appeared in support of both the Indiana 
and Michigan commissions in these cases, 


* 
FPC to Look at the Inch Deal 


ow that the troublesome Big and 
Little Inch pipe lines have been 
earmarked for sale as the result of the re- 
cent opening of bids by the War Assets 
Administration, the Federal Power Com- 
mission is setting its household in order 
for a nice long heart-to-heart talk with 
various interested parties about the fu- 
ture of these and other pipe lines. The 
successful bidder is authorized to take 
over the lines on a temporary basis 
(pending permanent certification) at the 
expiration of the present emergency 
contract now held by the Tennessee Gas 
& Transmission Company on April 30th. 
But before the deal is permanently 
consummated, the FPC must grant a 
certificate. FPC Chairman Nelson Lee 
Smith told a congressional committee be- 
fore the bids were opened that he ex- 
pected a thorough commission analysis 
of the general subject of natural gas 
transmission from the Southwest into the 
eastern fuel markets, and that this might 
take as much as a year. It isn’t simply a 
question of the Big and Little Inch pipe 
lines. The FPC wants to go into the 
much broader implications of such large- 
scale shipment of natural gas over such 
great distances and into fuel markets 
where it has never appeared before. 
As a matter of fact, settlement of the 
Inch pipe line might well set the pattern 
for a number of other:dpplications now 
pending with the FPC. 
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FCC Eyes Bell Toll Cut 


ee threat of another rate reduction 
in American Telephone and Tele- 
graph Company’s Long Lines Depart- 
ment would seem to have more than one 
interested party on edge in Washington 
and the states. Those other interested 
parties include, at a minimum, member 
companies of the Bell system, AT&T it- 
self, independent companies, and the Na- 
tional Association of Railroad and Utili- 
ties Commissioners. This latter organi- 
zation held its annual convention last 
November in Los Angeles and among 
its adopted resolutions was one asking 
the Federal Communications Commis- 
sion to cooperate when it considered any 
new reductions in interstate toll rates on 
telephone messages. The NARUC asked 
that the states be given opportunity to 
present testimony on the disparity exist- 
ing between interstate and intrastate 
rates, and that hearings should be held. 

Apparently in accordance with this 
resolution, FCC Commissioner Walker 
wrote to the NARUC early this month 
advising it that the commission was con- 
sidering the possibilities of a “substan- 
tial” reduction in long-distance rates for 
the Bell system “in view of the high earn- 
ings of the Long Lines Department.” 
Any change in the existing pattern of 
interstate toll rates has inevitably led to 
subsequent changes in rates for other 
calls, so the state commissions are natu- 
rally vitally interested in any proposed 
change that would bring local companies 
into commission hearing rooms for rate 
reduction proceedings. 


ERE is a rough idea of what a “Long 
Lines” rate cut might do to tele- 


Exchange Calls 
And Gossip 


phone companies. Interstate toll service 
is one of the three chief sources of all 
telephone revenues. It represents the ful- 
crum of the delicate balance in company 
revenues, now divided among interstate 
calls, intrastate calls, and local exchange 
service. When interstate (Long Lines) 
rates are reduced, there usually follows 
a demand for reduction of the rates on 
intrastate toll calls, especially over com- 
parable distances. And when toll call 
revenue is reduced, there is little recourse 
for local companies than to ask for higher 
exchange rates for local service. 

The argument has since been sug- 
gested that shifting the heavier telephone 
expense to local subscribers is somewhat 
discriminatory, since interstate toll users 
are better able to pay for the long-dis- 
tance service. The point is raised that 
toll users are now paying for Long Lines 
service without complaint as to rates. The 
stand of the NARUC is that there is need 
for holding some sort of balance between 
toll rates inside the state and those on 
calls going outside it. Then, too, a cut in 
Long Lines revenues eventually reflects 
a double cut in AT&T’s income, once 
from Long Lines, and again from 
smaller net return to member companies 
as a result of the Long Lines slash. 

All these considerations would figure 
in any decision to make a “substantial re- 
duction” in long-distance rates. In pre- 
vious cases of this kind, Bell and the com- 
mission have agreed between themselves 
on the amount and extent of such reduc- 
tions, But now, in the light of the 19 or 
more applications of Bell companies for 
increases in local and intrastate charges, 
there is some doubt of the system’s will- 
ingness to go along with the commis- 


FEB. 27, 1947 306 





siot 
ally 


inti 
ad 
dlit 


to | 
for 


ing 
cles 
cire 
sin 
era 
bee 
fias 
wit 
adn 
suc 
finc 
ed 


are 
are 
so { 


nov 
Der 
onl; 
mo’ 
cor 
dov 
mu! 
ing 
of 1 
atte 


whe 
gro 
rect 
poli 
Tw 
do t 
mer 


the: 


app 
com 





EXCHANGE CALLS AND GOSSIP 


sion on a proposition which would eventu- 
ally tend to drive those charges the other 
way. Even the announcement of FCC’s 
intentions in the matter is enough to put 
a damper on the state commissions’ han- 
dling of these rate increase petitions. 


ve 
Milder Dose for the FCC? 


S$ congressional committees reach the 
point where they are finally in shape 
to get down to serious work, the much- 
forecast look-see into the Federal Com- 
munications Commission is again kick- 
ing around Washington whispering cir- 
cles. This agency is one that, through 
circumstances, has been on the defensive 
since the midwar years. There are sev- 
eral majority Congressmen who have 
been anxious since the Cox Committee 
fiasco in 1944 for a good X-ray of FCC 
without the armor plate protection of the 
administration. And now that they have 
such an opportunity, they are apparently 
finding that FCC is quite highly regard- 
ed in quarters which used to be critical. 
This is not to say that FCC’s actions 
are beyond every reproach. Broadcasters 
are still angry about this and that. But 
so far as Congress is concerned, it seems 
to feel that the commission, under the 
now permanent leadership of Charles R. 
Denny, has shown admirable restraint if 
only by comparison with FCC’s earlier 
movements under other chairmen. Ac- 
cordingly, when legislators really get 
down to the task of rewriting the Com- 
munications Act and changing and limit- 
ing FCC’s jurisdiction, the suggestions 
of the present commission will get some 
attention, 

There is still every indication that, 
when time permits, some congressional 
group will go plowing through the old 
records and beat wartime commission 
policies about the head with great vigor. 
Two House committees stand ready to 
do the job—Interstate and Foreign Com- 
merce, and Expenditures in Executive 
Departments. Due to the restrictions of 
the congressional Reorganization Act, the 
appointment of a special investigating 
committee seems unlikely. 
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Ww some House group is exhum- 
ing the remains of FCC’s hectic 
past, Senator Wallace White’s Interstate 
and Foreign Commerce Committee will 
be quietly working over a revision of the 
1944 Wheeler-White Bill, proposed but 
never brought to the Senate floor. This 
measure was intended as a complete over- 
haul job of FCC jurisdiction and policy. 
One of its principal provisions would 
have split the commission into two sec- 
tions, one dealing with telephone and tele- 
graph communications, the other han- 
dling radio. Three commissioners would 
devote their time almost exclusively to 
one field or the other, with the chairman 
merely acting as liaison between the two 
groups and casting the deciding vote in 
case of a deadlock. When this provision 
is discussed with the present chairman, 
he is almost certain to oppose it. (What 
chairman wouldn’t?) Here is where the 
change in congressional attitude comes in. 

Committee sources say that if Denny 
does oppose such a provision, or most 
any other for that matter, his recom- 
mendations will get earnest considera- 
tion and may carry some weight. Senator 
White’s staff makes it clear that the 
Wheeler-White Bill is only being used 
as a starting point. It plans long and 
detailed conferences with both the com- 
mission and communications industries, 
and the final bill probably will look a 
great deal different from the 1944 ver- 
sion. At any rate, the whole business is 
a long way from the floor of either cham- 
ber. Senator White and other top ma- 
jority leaders are too busy right now to 
get specific about FCC or any other Fed- 
eral bureau. Meantime FCC expects the 
worst from congressional appropriations 
axes. 


al 
Busy Lines on the Labor Rialto 


N a quiet, Washington midtown side 
O street there is a fevered buzz of 
activity these nights. The headquarters 
of the National Federation of Telephone 
Workers is on the verge of becoming the 
command post for its 1947 battle for new 
contracts with telephone companies, large 
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and small. On March Ist, those member 
unions which have not settled their con- 
tract terms with their respective com- 
panies will serve strike notices on them. 

By now those union demands are 
well known—shorter schedules, higher 
pensions and vacation pay, and across- 
the-board pay raises that would boost 
maximum telephone wages to $57 a week 
for operators, and $92 a week for crafts- 
men. By now, too, the counterproposals 
of the telephone companies are known, 
thus bracketing the negotiations within 
these very broad limits. Bell companies 
have asked for elimination of the present 
bargaining clause and the check-off of 
dues. For nearly a month companies have 
sat with union representatives, and begun 
to get realistic about terms instead of 
catch phrases. 


FTW spokesmen make it clear that 
the tentative strike date of April 
7th, much heralded in the daily press, is 
only a target date, and actually is only 
the earliest date on which a nation-wide 
strike could be called. It would not take 
much delay to push the phone workers’ 
S-Day back into May, after the end of 
the 2-month steel truce and undoubtedly 
after a new crisis in coal. Though unions 
are speaking forthrightly before congres- 
sional committees, they are more con- 
cerned about keeping the public’s blood 
from zooming up to anywhere near the 
boiling point. Without being able to get 
more specific about ways and means of 
settling present telephone contract diffi- 
culties, most observers appear confident 
that telephone workers won't hit the road 
this year. 

NFTW President Beirne told the Sen- 
ate Labor Committee just a few days 
ago that compulsory arbitration meant 
eventual government control. He asked 
for a definition of “industry-wide bar- 
gaining” and for a clearer indication of 
what Congress planned to do about it. 
Beirne pointed out that three of his un- 
ions had been bargaining on a nation- 
wide basis for years. These unions are 
the Association of Communications 
Equipment Workers (Western Electric 
installers), National Association of Tele- 


phone Equipment Workers (Western 
Electric sales employees), and the Ameri- 
can Union of Telephone Workers (Bell’s 
Long Lines division). Beirne asked that 
his union be left free to bargain with Bell 
or any other group of individuals. Nei- 
ther Bell nor the independent telephone 
companies have so far indicated their 
wish to testify before the Ball subcom- 
mittee. 


o 
Red-hot Wires in Manhattan 


N the telegraph labor picture, New 
York continues to make the news. The 

jurisdictional battle between the Com- 
munist-tinged American Communica- 
tions Association (CIO) and the Com- 
mercial Telegraphers Union (AFL), 
heightened on February 13th, when CTU 
petitioned the NLRB for a new election 
to win representation for the 7,000 metro- 
politan telegraph workers. (CTU has 
failed three times to win NLRB certifi- 
cation for bargaining, but this time it has 
raised the “one national union” issue on 
its own behalf, and has attacked the ACA 
for its useless 1946 strike and its pro- 
Moscow leanings.) On February 7th, 
ACA (now the bargaining agent) sent 
new wage demands to the company, ask- 
ing 21 cents more an hour in wages, a 
union shop, shorter hours, and establish- 
ment of a health and welfare fund by the 
company. The union also is trying to ne- 
gotiate for about $1,000,000 in back pay 
for some 1,500 of its senior employees 
who did not share in that 1946 retroactive 
wage boost. Late last month Judge Sam- 
uel Seabury, sitting as special arbiter in 
the Western Union dispute, turned down 
the union demand for adding these em- 
ployees to the retroactive wage bill paid 
by the company. The question was a 
technical one, involving a claim of am- 
biguity in the contract. 

Incidentally, Western Union got its 
head above water, at least temporarily, 
during the month of December, showing 
a tentative profit of $500,000. About one- 
third of this amount will be declared divi- 
dend income, according to WU Presi- 
dent Egan. 
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Financial News 


and 
Comment 


By OWEN ELY 


Fair Return for a “Sheltered” 
Utility 
| pega to the 5 per cent fair return 
rate recently fixed by the Federal 
Power Commission in the Safe Harbor 
Water Power Case [66 PUR (NS) 212], 
the rate was fixed at this low figure ap- 
parently because the company was con- 
sidered to be in a “sheltered position.” 
Its entire common stock was held by two 
other companies which also purchased its 
entire outfit. Albert W. Kimber, finan- 
cial consultant in Washington, writes this 
department as follows: 


The first use made of this theory by the 
FPC, so far as I know, was in the Chicago 
District Electric Generating proceeding 
where the commission fixed the rate of re- 
turn at 54 per cent; in Safe Harbor they 
have gone further and made it 5 per cent. 

Now, if any company or anybody is 
sheltered it is because somebody else is 
sheltering it. If the condition of being 
sheltered means, as the commission says it 
does in this case, that the company has es- 
caped all or some of the risks which would 
otherwise attend its operations, it is be- 
cause some other company has assumed those 
risks. The assumption of risks by the 
other company does not eliminate the 
risks, of course; it merely transfers those 
risks to another. The operating of Safe 
Harbor is attended by greater risks than 
those of a less concentrated character. In- 
adequacy of stream flow, with lower kilo- 
watt-hour output, irregularity of stream 
flow with inadequate storage resulting the 
same way, costly flood damage, and other 
similar incidents, are matters of experience 
and record for Safe Harbor. Since organiza- 
tion of the company, over fifteen years ago, 
these risks have been assumed and the cost 
of their occurrences paid by the two con- 
tractors for its output. 

Now the assumption of risks is a rec- 
ognized business, in this country and else- 
where; one can insure himself, as we say, 
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against almost any conceivable risk, mean- 
ing that the insurer guarantees to pay what- 
ever costs may be created by materializa- 
tion of the risks, usually up to a fixed limit 
in dollars. Regular charges per annum are 
made for such assumption of risk; nobody 
dreams that anybody would assume risk 
without compensation. 


Now, in the Safe Harbor Case, the com- 
mission has ignored this principle. It as- 
serts that Safe Harbor has practically no 
physical or commercial risks because it is 
sheltered by the two contracting companies ; 
but the commission in reducing the rate of 
return to 5 per cent per annum has eliminated 
the compensation to the contractors for the 
assumption of risks, a compensation which 
was calculated in advance to come through 
the dividends on the Safe Harbor common 
stock which they had. And, incidentally, the 
form of contract the two proprietors exe- 
cuted and the rate of return thereunder, were 
established by requirement of the commission 
of the state of Pennsylvania, which refused 
to approve a kilowatt-kilowatt-hour form 
of contract which was at first submitted. 

In any case of ordered rate reduction, 
there are two principal parties to be con- 
sidered. The first is the investors in the 
utility enterprise, the men who put up the 
money to make it a going public service. 
The second is the consumer, the customer 
who buys the service provided by the in- 
vestor. In the Safe Harbor Case the results 
on both are so weird that they invite inquiry. 
But this letter considers primarily the effects 
on the investor. 

During the five years 1941-1945 net income 
of Safe Harbor after all income charges and 
deductions averaged $3.67 per share per 
annum. Giving effect to the recent refund- 
ing, and for the moment forgetting (which 
we should not) the charges to the investor 
(earned surplus) incident to the refunding, 
the investor winds up for the year 1947 with 
pro forma earnings per share of approx- 
imately $3. From the average $3.67 per share 
over the last five years, Safe Harbor paid an 
average of $2.80 per share dividend per 
annum ; and from the indicated withholding 
of dividends and accumulation of undis- 
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bursed appropriations for depreciation, has 
accumulated a substantial cash holding. 

The refunding included the borrowing of 
$5,000,000 on a 10-year note, which is re- 
payable $500,000 per annum. This require- 
ment will absorb practically all of the new 
$504,100 depreciation charge which the Fed- 
eral Power Commission has ordered. There- 
fore, for the next ten years the company 
cannot accumulate any cash from its de- 
preciation charges, On the other hand, it 
must provide something for renewals and 
replacements, chargeable to depreciation re- 
serve; during the last five years these have 
averaged only about $21,200 per annum, but 
during the next ten years will almost cer- 
a require much heavier outlays. Safe 

Harbor is still a comparatively new 
plant, placed in operation only about fifteen 
years ago; cash requirements for refacing of 
dam, rewinding of armatures, replacement 
of turbine parts, and the like will certainly be 
greater in the next ten years than they were 
in any like period heretofore. 

The effect of the new and larger depre- 
ciation charge will be annual reduction of 
the corresponding amount from the rate 
base, and, as the return is to be calculated on 
a depreciated base, a reduction in the return 
amounting to $25,200 per annum, except to 
the extent that plant account is rebuilt by 
replacement or new installations. An offset 
is the saving of interest, $8,750 per annum, 
through repayments on the note, leaving net 
loss of income for the stockholders of $16,- 
450 per annum. This is only a little more than 
five cents per share, but if it continues for 
some years it will count up. No allowance 
for Federal income or other taxes is made 
in this calculation, as the 5 per cent rate of 
return is after all taxes. 

From earnings during the past five years 
averaging $3.67 per share the company as 
above stated paid dividends to its proprietors 
averaging $2.80 per share. From indicated 
earnings of $3 per share, giving effect to re- 
funding and the FPC order, what will the 
company be able to pay out by way of div- 
idends? This writer attempts no estimate. 
But it is clear that it cannot continue at $2.80 
per annum, and that the investment which 
the stockholders made in this property, which 
has been certified by the FPC practically 
dollar for dollar, has been seriously impaired. 

What is the reason for this mulcting of the 
investor, this robbing from the guarantors of 
the premium to which they were entitled for 
taking the risks they did? The FPC made no 
showing that the rates charged by Safe Har- 
bor for its energy were unjust or discrimina- 
tory. 

The only reason for the ordered re- 
duction seems to have been that Safe Har- 
bor was realizing too high a profit on its 
investment. But it did not realize any such 
profit in the early years of its operation; cal- 
culated over the whole fifteen years its 
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realized profit in fact was less than 6 per 
cent per annum. And the reasons why this 
was built up in recent years to 7 per cent per 
annum derive from the skill and acumen 
with which the proprietors planned and 
located the facility, and brought it, through 
all kinds of hazards and risks, to the status 
of a profitable enterprise. For this they are 
now denied compensation. If the order 
stands, they will get nothing hereafter but a 
low rate of return on their investment, not 
sufficient to include a premium or the 
accumulation of a reserve against risk. 

In other words, in this industry, if you take 
a risk and lose, you lose; if you take a risk 
and win, your gains are taken away from you. 


¥ 


Utility Analyses for 
Wall Street Firms 


AROLD YOUNG of Eastman, Dillon & 

Co., in a memorandum entitled 
“Public Utility Common Stocks for 
Long-term Investment,” mentions five 
reasons why equity shares of utility 
operating companies should interest both 
institutional and private investors. We 
summarize these as follows: 

(1) The industry has an outstanding 
growth record and electric rates are the 
lowest in history. (2) There is every in- 
dication that growth will continue, with 
new residential customers, new house- 
hold appliances, new industrial applica- 
tions, extended rural electrification, high- 
er lighting standards, etc. (3) The util- 
ity business is much less sensitive to the 
business cycle than many other enter- 
prises; industrial business is the least 
profitable part of the enterprise, and at 
present inefficient stand-by plants must 
be used to take care of some industrial 
business. (4) Increasing labor efficiency 
together with modern equipment (when 
obtainable) may partially offset higher 
utility operating costs. (5) While utility 
profits are restricted by legislation, on the 
other hand the investor is protected by 
assurance of reasonable return. (6) The 
financial structure of the utilities has been 
much improved in recent years, deprecia- 
tion policies are more conservative, etc. 
(7) Information about current utility 
operations is easily obtainable and the 
volume of statistical information on cur- 
rent operations is increasing. 
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FINANCIAL NEWS AND COMMENT 


EWISOHN & Co. has prepared a bulletin 
L on Tennessee Gas & Transmission 
Company which it thinks may become the 
largest gas pipe-line company, “So far,” 
the firm states, “demand for natural gas 
has kept ahead of the transmission capac- 
ity of this company, carefully engineered 
expansion plans have already been laid, 
earning power has been established, and 
the financial integrity of this new com- 
pany is being proved in the capital mar- 
kets.”’ Earnings for 1946 were estimated 
at over $1.60 compared with $1.25 pro 
forma in 1945, and $2 was estimated for 
1947, with a further moderate uptrend 
foreseen in later years. The firm saw no 
immediate change likely in the stock’s 
over-the-counter status, and cash divi- 
dends were considered to be some time 
off. The system is expected to expand to 
a capacity of 600,000,000 cubic feet daily 
and eventually perhaps to as much as l1,- 
000,000,000 cubic feet. 

John Feely of Paine, Webber, Jackson 
& Curtis has prepared a circular on 
Northern Indiana Public Service Com- 
pany. Capital structure is reported to be 
56 per cent debt, 23 per cent preferred 
stock, and 21 per cent common stock 
equity. Earnings per share for the twelve 
months ended November 30, 1946, were 
$1.80, compared with $1.07 in the calen- 
dar year 1945, 

Sutro Bros. & Co. has prepared a 
memo on Virginia Electric & Power Com- 
pany common stock “when distributed.” 
Stockholders of Engineers Public Serv- 
ice Company are scheduled to receive 
1.45 shares of Virginia for each share of 
Engineers common, probably early in 
April, at which time the new stock may 
be listed on the New York Stock Ex- 
change. A year’s dividend is being paid 
on the stock to Engineers before the dis- 
tribution, and no payment will be made to 
public holders until June 15, 1948. Earn- 
ings for the twelve months ended No- 
vember were $1.74 on the new basis. 

Fred W. Fairman & Co. of Chicago, 
in its “Investment Barometer” for Febru- 
ary, discusses Central Public Utility 
Corporation 54s (which it considers have 
an estimated value of 35-42), Midland 


Utilities Company, Midland Realization 
Company, and Northern Indiana Public 
Service Company. 


| see Boston Corp. has prepared a 
tabulation of 52 electric utility operat- 
ing common stocks, showing among other 
data the percentage of earnings paid out 
in dividends, the common stock equity 
(per cent of total capital), and the rank 
in relation to other stocks with respect 
to yield and price-earnings ratio. 

Eastman, Dillon & Co, has prepared a 
6-page memo on Southwestern Public 
Service Company. Based on the price of 
36-7 stock has been selling at about 11 
times earnings and returning a yield of 
nearly 54 per cent. The firm pointed out 
that the company’s electric properties are 
now almost entirely interconnected, the 
financial structure strengthened, and that 
it operates in a territory with conspicuous 
growth characteristics, 

Josephthal & Co. has issued a study on 
Virginia Electric & Power, the price of 
which (19) it considered depressed by 
temporary conditions, including the fact 
that there will be no dividend until June, 
1948. Truslow Hyde estimates that, with 
conditions continuing as at present, 
eventual payment of dividends at the rate 
of $1.20 would be a logical expectation, 
and on this basis the present price would 
reflect a future yield of 6.3 per cent. 

Thomson & McKinnon has prepared a 
brief review of International Hydro- 
Electric preferred, in its stock survey. 
H. Hentz & Co. discussed Cities Service 
Company $6 preferred in a recent issue 
of its Fortnightly Investment Letter. 
Merrill Lynch, Pierce, Fenner & Beane 
has issued a 4-page analysis of Electric 
Bond and Share Company. 

Moody’s Service in a recent bond sur- 
vey pointed out that refunding plans have 
been initiated for some $500,000,000 util- 
ity bonds, including Consolidated Edison 
Company of New York’s $290,000,000. 
This would compare with refunding of 1 
billion in 1944, 1.2 billion in 1945, and .8 
billion last year. A dozen other issues ag- 
gregating $725,000,000 might also be 
candidates for refunding. 
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N address was given by Joseph C. 
Bevis, of the Opinion Research 
Corporation, at the annual convention of 
the Indiana Electric Association last fall, 
n “The Public’s View of the Electric 
Power Industry.” 

Based upon actual studies of public 
opinion (as revealed through personal 
interviews), which were evolved and 
conducted upon a skillfully devised tech- 
nique, the comments by Mr. Bevis cast 
light on several phases of the public rela- 
tions side of the electric power and light 
business. His recital of certain findings, 
resulting from the surveys, and his ob- 
servations regarding the public view- 
point contain much of real value to those 
in the management of investor-owned 
utility companies. 

Mr. Bevis first called attention to the 
fact that doing business today involves 
more than merely performing an eco- 
nomic function well. He said that the util- 
ity business is no exception—‘“‘you can 
provide a lot of jobs, pay high wages, 
contribute to every fund that comes 
along, provide excellent service at rates 
your customers agree are reasonable, and 
still have the public down on you.” 

Then, after giving an outline of the 
methods used in making surveys for spe- 
cial purposes, mentioning especially the 
importance of the experience and skill 
that must be employed in setting up the 
questioning technique, the speaker, 
dwelling upon the necessity which con- 
fronts the electric industry for depend- 
able, factual information as to how the 
public views it, said: 

All executives of business-managed elec- 
tric companies are only too well aware of the 
competition you are facing in the form of 
public power. Our studies during the last 
few years have demonstrated clearly that 
the American people are essentially fair- 
minded. They believe heartily in the demo- 


What Others Think 


What Do People Think about 
Their Electric Company? 





cratic principles upon which this country was 
built and, ordinarily, given all the facts in a 
Case, arrive ata sound judgment. 

The electric industry is now in the front- 
line trenches fighting the battle of free en- 
terprise—fighting for the principles in which 
the American people, we know from our 
studies of public opinion, heartily believe. 
And yet, a large proportion of the people 
favor government ow nership of their electric 
company. In last year’s national survey the 
figure was 42 per cent in favor of govern- 
ment ownership. 

Why is this? 

You can rest assured that it does not mean 
the public is becoming more socialistic. As 
a matter of fact, our studies over the last 
couple of years have revealed a noticeable 
swing to the right in public thinking. What 
it does mean is that the public hasn’t been 
given all the facts. Some executives may 
cling to the idea that the facts speak for 
themselves—that low rates, good service, and 
a genuine desire to act in the public good 
are sufficient to guarantee a friendly public. 


NY such conclusion, Mr. Bevis de- 
A clared, is based on a false premise. 
“The facts,” he stated, “often do not 
speak for themselves. Good deeds and 
good motives are not enough. In addi- 
tion to doing the good deeds and acting 
in the public’s interests, you must find a 
way to make the public aware of your acts 
and your intentions if you are to gain 
credit for them.” 

This same principle applies, the speak- 
er pointed out, in the industry’s con- 
troversy with the advocates of public 
power, He asserted that, if the people 
are made to understand the facts in 
the case, public support for business 
ownership will rise measurably. For ex- 
ample, he observed: 

. the American public is receptive to the 
idea that if government is to compete with 
private business in the power field, it should 
do so on an equal basis, including the pay- 
ment of taxes. In last year’s national sur- 
vey, we found that 50 per cent of the people 
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believe that government projects such as the 
TVA should pay the same taxes that private 
companies do. Only 34 per cent said govern- 
ment projects should not pay the same taxes, 
and 16 per cent had no opinion. 

Moreover, the public will support your 
industry’s contention that power from gov- 
ernment authorities should be sold to 
private companies. Sixty-seven per cent of 
the people say the power generated at gov- 
ernment dams should not be restricted to co- 
Operatives and to municipal plants, but should 
also be sold to private companies. 


Remarking that the real need to arm 
the public with the facts is shown by 
numerous research findings, Mr, Bevis 
mentioned that TVA today receives the 
approval of a large majority of people 
throughout the country. In a passing 
reference to the TVA propaganda ma- 
chine which, the speaker said, even the 
staunchest critics will grant is one of the 
best that has ever been devised, and as 
an example of the kind of propaganda 
the electric industry is up against, he 
cited this incident: 


. . . an associate of mine the other day was 
telling me about a textbook that is being 
studied by his son who is in the sixth or 
seventh grade of public school. The book is 
entitled, Adventures in Democracy, or 
something like that. The son brought the 
book home to study, and my associate saw it 
lying on the table and started leafing through 
it. 

He says it contained six full pages about 
the TVA. It told what a wonderful thing 
government power is, how it has brought 
prosperity to the people in the Tennessee 
valley, mechanical refrigeration and elec- 
tric washing machines to thousands of homes 
that had had no modern conveniences before, 
provided scenic lakes and public parks, etc. 

But did it say that these dams had been 
built at the cost of hundreds of millions of 
dollars taken from the public Treasury? Did 
it say that the school children who were 
studying the book would in all probability 
still be paying for these dams when they 
were grandparents? Did it say that those 
lakes inundated thousands of acres of fertile 
bottom lands that never again will produce a 
crop or contribute to the treasury of the 
local government ? 

You can bet it didn’t. 


pean emphasis was placed by this 
research man on the effect of rates 
on public relations. “In every survey we 
have made in the electric field,” he con- 
tinued, “one factor has stood out as hav- 
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ing a very important bearing on what 
your customers think of you. That one 
factor is rates.” And, in amplification of 
this, he added: 


It is our considered judgment, after look- 
ing back over many studies of public atti- 
tudes toward electric service, that the ques- 
tion of rates is the key to a lot of the diffi- 
culty you are experiencing now. I don’t 
mean to imply that if criticism of rates could 
be reduced to zero, the public would auto- 
matically vote 100 per cent for continuance 
of the present management. The personality 
of the company, the quality of its service, the 
friendliness of its employees, and the good 
it does for the community all contribute 
materially to public good will. But the rate 
question is of great importance in the pic- 
ture and is the keynote of public’s desire for 
public ownership. 

As evidence, in study after study when we 
ask the people why they favor government 
operation of their electric system, they reply, 
“We'd get lower rates.” And last year when 
we asked a cross section of the national popu- 
lation which they thought would give them 
lower rates—public or private operation— 
68 per cent said they thought their rates 
would be lower under government operation. 

And here’s a curious thing. Whether your 
rates actually are higher or lower than rates 
in other territories has little bearing on what 
the public thinks of your rates. People’s im- 
pressions in this case bear little relation to 
the facts, but it is the impressions that count. 
After all, people vote and make decisions on 
what they believe to be the facts. 

We have seen instances where company 
“A” with a relatively low rate receives great- 
er public criticism on this score than com- 
pany “B” with a higher rate. The whole thing 
stems from what the company has done to 
create impressions in the public’s mind. 


It was the considered conclusion of 
Mr. Bevis that the electric industry has 
not yet fully capitalized on the great 
progress it has made in reducing the cost 
of electricity to the consumer. He told his 
audience that 


. .. Despite the fact that rates have been re- 
duced sharply during the last fifteen years 
or so, when we ask the customers themselves, 
we find that three-fifths of the people na- 
tionally have no awareness of any reduction, 
and for many individual companies the pro- 
portion is even higher. As a matter of fact, 
one out of every five persons nationally 
thinks rates are higher now than they were 
several years ago. 

In view of the fact that the national adver- 
tising, as well as individual company adver- 
tising, has been steadily pounding home the 














idea that rates have come down in recent 
years, I think it likely that public conscious- 
ness of rate reductions has risen. The next 
national survey for the industry will show 
whether this is the case. It is quite evident, 
however, from the emphasis the public places 
on rates, and the effect of impression of rates 
on the public’s attitude toward government 
ownership, that continued stressing of the 
theme “more for your money” is thoroughly 
sound. 


| gine out that it is sound public 
relations strategy to take advantage 
of every opportunity to remind the pub- 
lic of what their dollars spent for elec- 
tricity will buy, Mr. Bevis expressed the 
view that these opportunities are not al- 
ways taken advantage of. He remarked: 
... 1 know of one company that has reduced 
rates several times during the last decade. 
On some of these occasions, they took a 
quarter page or so in the local paper to an- 
nounce the reduction, and sometimes they 
put the reduction into effect without any 
publicity at all. ; ; 
How much more effective these reductions 
would have been in building consumer good 
will if on each occasion they had included 
a friendly note with every customer’s electric 
bill stating something to the effect that “on 
this bill you are getting the advantage of the 
new rate reduction we have just put into 
effect,” and stating that “we intend to reduce 
rates in the future even further whenever 
our operations justify it.” 


Turning to quite another angle of the 
question of the factors which affect pub- 
lic relations, the speaker talked about a 
utility company’s social contributions. 
Those are weighed by the people, 
consciously or unconsciously, he said, in 
determining a company’s right to remain 
in business, as well as its economic con- 
tributions. Whether it is a good employ- 
er, whether it exerts effort and influence 
in behalf of a better community, and 
whether its motives are good—these are 
all considered. A large majority of elec- 
tric companies are well aware of this, and 
are doing things every day that will en- 
hance their reputation with the public, 
he declared, but he also questioned if 
more couldn’t be done in this direction. 
He added: 


For example, an excellent way of building 
public good will is through your employees. 
These people are dependent on the industry 
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for their livelihood although no more so 
than you are dependent on them for the con- 
tinued operation of your business. Collec- 
tively, they have hundreds of thousands of 
friends and meet hundreds of thousands of 
customers whom they can influence to think 
well or ill of the company and of the indus- 
try. Here is a means of communication with 
the public that is not being completely over- 
looked but is certainly not being taken full 
advantage of—an opportunity to widen 
measurably the number of people who un- 
derstand what your industry stands for. 


fe bring out this point more vividly, 
reference was made to the last na- 
tional survey of the general public made 
by his research organization, in conjunc- 
tion with which a study was made among 
electric company employees. This study, 
it appears, revealed some thought-pro- 
voking points of view on the part of a 
number of employees. It showed, he said, 
that 


. although employees are considerably 
more favorable and know more about the 
electric industry than do the people at large, 
there are still important minorities who hold 
views that are hostile to their company’s in- 
terests and therefore their own interests. For 
example, 11 per cent of electric company em- 
ployees actually favor government ownership 
of their own company. Similarly, 42 per 
cent of the employees vote in favor of the 
government’s building more dams; and over 
one-third think the establishment of more 
TVA’s would be a good idea. Employees 
who hold such opinions as these obviously 
have not been given all the facts about the 
industry of which they are a part, and can- 
not be of much help in creating a favorable 
public attitude. 


Mr. Bevis then brought out still an- 
other factor developed from their 
studies of public thinking. A very im- 
portant element in the public’s over-all 
appraisal of a company, he remarked, is 
its judgment of the motives of that com- 
pany. The public is able to judge tangi- 
bles such as coffee, shoes, and automo- 
biles, but has a more difficult time judg- 
ing intangibles such as the Wagner Act 
or the Paris Peace Conference. In such 
a situation, he observed, they fall back on 
a shorthand judging device—the test of 
motive. In regard to business organiza- 
tions this means that if the people feel 
that a company is trying to do the right 
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thing—is doing its level best to give the 
public a square deal—they are willing to 
overlook many shortcomings in that com- 
pany’s performance. Applying this to 
the utility business, Mr. Bevis comment- 
ed: 

In our last national survey, we asked a 
question that was designed to give us some 
feel of the public’s estimate of the electric 
industry’s motives. The question was this: 
“Suppose the electric light company’s cost of 
supplying electricity were lowered. Do you 
think they would be willing to lower their 
rates to the public, or do you think they 
would try to keep rates high so they could 
make more money?” 

It is to the credit of your industry that 
fully 50 per cent of the people nationally be- 
lieve that if their electric company could 
operate more economically it would be will- 
ing to reduce rates. You thus have the sup- 
port of one out of every two people on this 
important issue. But I doubt that any execu- 
tive in the industry would be completely sat- 
isfied with this showing. The fact that 14 
per cent of the people have no opinion on 
this question of the electric company’s in- 
tent, and the fact that 36 per cent actually 
say the company would try to keep rates high 
if its costs were reduced, indicates that there 
is still a big job to do in convincing the 
American people that business-managed 
utilities actually have the best interests of 
the public at heart. But it is very important 
that this be done if you are to gain effective 
public support. 


N incident was then related by Mr. 
Bevis of the experience of one of 
their interviewers with a personal friend 
of the speaker. “This friend,” he de- 
clared, “is far to the right in his political 
philosophy. He has always voted a 
straight Republican ticket and is a 
staunch defender of the free enterprise 
system.” 
He then continued: 


. This survey on which he was interviewed 
was investigating the public’s belief in the 
principles of free enterprise. During the 
course of the questioning, this friend real- 
ized, and so stated his opinion to the inter- 
viewer, that it actually made little difference 
to him personally whether his local electric 
company was municipally or privately owned. 
He told me about it and the two of us tried 
to figure out why he felt that way. We came 
to this conclusion which, I think, has possibly 
wide application. 

He knows little about his electric company. 
He knows nobody that works for the com- 
pany, and can remember no occasion in re- 
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cent years when he has had any personal con- 
tact with a company representative. He re- 
members seeing no advertising, has heard no 
talk about the company, and knows only that 
he gets a bill somewhere between $7 and $10 
each month which he pays by check and 
mails in. It has never occurred to him, 
consciously, at least, that it takes hundreds 
of employees and millions of dollars worth 
of plant and equipment to provide him light 
and to run his refrigerator and his vacuum 
cleaner. 

At no time in the last several years has he 
had an interruption in power, and yet this 
has never been called to his attention. His 
only contact with the company or its product 
is when he walks into the room and flicks the 
switch. The light always goes on. Paradox- 
ically, the fact that it does go on serves to 
make him less conscious of the value of 
the service. For, as a general rule, the fewer 
the interruptions in their service, the more 
people are inclined to take that service for 
granted, and the less conscious they are of 
all the work involved in providing that 
service for them. 


The belief was expressed by Mr, Bevis 
that his friend is typical of many others 
in the nation, and provides a good illus- 
tration of one of the electric industry’s 
biggest public relations handicaps. And 
that handicap, he stated, is “not enough 
personal contact with the customers.” To 
substantiate this view, he further re- 
marked : 


We see plenty of evidences of this in our 
surveys. To give you only one—in the na- 
tional survey only a little over one-fourth of 
the people said that their electric company 
had done anything in the last year that made 
them feel it was making a special effort to 
give good service. 

The fact that by the very nature of your 
business you do not come in contact with 
your customers poses a real problem. But 
there is some evidence to indicate that the 
industry does not take advantage of all the 
opportunities for contact that it does have. 
Seven per cent of the people in the nation say 
they have had unsatisfactory dealings with 
their company—that’s one-fourth as many as 
praise the company. 

The people tell our interviewers that one 
of the criticisms they have of big business 
is that it lacks the human touch. Big busi- 

ness, they feel, treats individuals as numbers 
rather than as personalities. It puts profits 
ahead of humanitarian interests. 

And it is quite evident from our studies 
that the people do not feel well acquainted 
or close to their electric company. They 
tend to look on the company as a cold, dis- 
tant organization. That feeling can be 
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changed—and must be changed if you are 
to have the public think well of you. 

What the people think today stems from 
lots of things, many of them trivial incidents 
—a passing reference to the company in a 
conversation with a friend, a glance at a com- 
pany ad in the local paper, a smile and a 
pleasant remark from an employee as the 
customer pays his bill, a courteous (or an 
abrupt) answer to an inquiry at the company 
office. All these things and many others go 
to make up the public’s appraisal of your 
business and your company. 


N closing his address, Mr. Bevis said 
he knew from the extensive asso- 
ciation of his organization with members 
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of the electric industry that there is a 
solid foundation of character, integrity, 
and public spiritedness behind that busi- 
ness. The chief difficulty, he observed, 
is that a large part of the public doesn’t 
realize this. This, he thought, “may be 
because you have been a little too modest 
in the past, because you haven’t declared 
yourself,” and finished with 
So let me say that if you have the real in- 
terests of the public at heart, if you are mo- 
tivated by a genuine desire to be of public 
service and are not in business solely for 
profit—then let the people know about it. Tell 
them what you are trying to do, what your 
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aims and objectives are. People will respect 
you and have greater confidence in you if 
they feel you are working for the same goals 
they want to achieve. 

Of course, this is not something that can 
be published in advertisements or in speeches 
by executives and then not substantiated by 
other representatives of the company. Your 
public relations policies must be known and 
must be followed by every member of your 
organization, from the president down to the 
janitor. 

If you do this—if you can instill a true 
spirit of service in every employee and if you 
make sure that you not only do good deeds 
but that you tell the people about them— 
then you are bound to gain increased public 
confidence. 


In reading this address, by a man en- 
gaged in the scientific study and analysis 
of public opinion, especially as it reflects 
the viewpoint of many people regarding 
business-managed, investor-owned utili- 
ties, one is impressed that only by con- 
tinuous effort will the truth about that 
business be actually understood by the 
masses of our people, whom those utili- 
ties serve. 

It will be noted that Mr. Bevis, while 


urging the need of more active work on 
the part of the utility industry to make 
widely known the facts about its affairs 
and its accomplishments, gave credit to 
those companies who are doing that very 
thing. 

That there is definite recognition that 
utility companies must do this job them- 
selves may be seen in several directions. 
Aside from the national publicity, in 
magazine advertisements and over the air 
of the group of 170 investor-owned elec- 
tric companies, a number of individual 
utility companies are carrying on cam- 
paigns for better understanding, de- 
signed to inform customers, employees, 
and the public at large in their service 
territories. Articles and reviews in this 
magazine in recent months have told of 
these activities. 

There is every indication that more 
and more companies will enter the lists, 
to the great benefit of the business-man- 
aged utilities, in making widely known 
the facts about this important segment of 
free enterprise in this country. 








How Does a Gas Meter Work? 


pe years the gas industry has been attempting to develop a 
gas meter which would enable a person to watch a gas meter 


in operation. One made of glass was developed but found to be 
both impracticable and too costly to manufacture. Meters with 
glass fronts were experimented with but failed to show the 
complete operation of the meter. 

Now John Addison of 15 Myrtle avenue, Newark, New 
Jersey, a meter repairman in the Newark meter shops of Public 
Service Electric & Gas Company, has developed a transparent 
plastic display meter that officials of the company’s gas depart- 
ment believe far surpasses any other yet developed. It shows 
every part of the meter in operation. 

The proper procedure of this work was learned by Mr. Addi- 
son from technical information in public libraries and visits to 
manufacturers of plastics. The meter is complete in every de- 
tail. It registers accurately. Just enough of its parts are of pol- 
ished metal to give the clearest visual effect. 
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The March of 


Events 


A 


In General 


Water Power Study Asked 


_ and complete examination and 
survey of all the rivers and tribu- 
taries in New England, including those 
in Connecticut, by the War Department 
Engineers to determine “the full poten- 
tialities of such rivers for the generation 
of electric energy and the feasibility of 
an accelerated program for the hydro- 
electrification of such states” was asked 
in a bill which was recently introduced 
by Representative Edith Nourse Rogers, 
Republican, Massachusetts. 

Mrs. Rogers said she wanted the pow- 
er potential investigated to prevent re- 
current brown-outs in view of possible 
future coal strikes, and also as a possi- 
ble means of bringing lower electric rates. 
She said it was not her idea that the gov- 
ernment should undertake the power de- 
velopment at any potential sites listed by 
the Army Engineers but that private en- 
terprise do the job. 


Project Repayment Histories 


te Bureau of Reclamation recently 
issued a report entitled “Project Re- 
payment Histories and Payout Sched- 
ules.” The report includes the facts and 
figures for 65 projects which will cost 
an estimated $1,800,000,000 when all are 
completed. Approximately one billion 
dollars already has been expended by the 
Federal government on these projects. 
The records show that a total of $352,- 
400,000 invested by the United States in 
irrigation systems will be repaid by water 
users. An additional $473,315,215 of the 
irrigation investment will be repaid from 
power revenues. Another $546,190,029 
invested in power systems will be repaid 
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from power revenues. The remaining 
costs allocated to flood control, naviga- 
tion, or which have been removed from 
repayment schedules by congressional 
acts, are not reimbursable. Commissioner 
Straus said: 


The vast investment of the United States 
in these projects is covered by a complexity 
of laws which specify the conditions for re- 
payment of the moneys appropriated for 
reclamation projects, The bureau has had 
295 repayment contracts with water users’ 
organizations covering the $352,400,000 
which is to be repaid by them. Sums due the 
United States under 80 of these contracts, 
principally those made for the sale of sur- 
plus water in storage reservoirs, have been 
paid in full, Payments are now being made 
on 177 contracts. There are 38 contracts for 
projects just completed or still under con- 
struction, where payment has not yet com- 
menced. 


Water users have repaid a total of 
$74,838,673, which is 97.6 per cent of the 
amount that had become due under the 
contracts to June 30, 1946. Total net 
power revenues, some of which have as- 
sisted in meeting the payments due from 
water users, have amounted to $38,718,- 
414. 


First U. S. Gasification of Coal 
Test Made 


XN Army incendiary bomb recently 
was lowered through a hole drilled 
beneath the surface of a seam of coal at 
the Gorgas mine of the Alabama Power 
Company, near Birmingham, Alabama, 
and within a few hours an intent group 
of scientists witnessed the first controlled 
demonstration in this country of the un- 
derground gasification of coal. 

The experiment was conducted jointly 
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by the power company and the United 
States Bureau of Mines. It was said to 
have more than ordinary significance for 
many in the coal and gas industries, as 
well as for many users of these and other 
fuels. It has been pointed out by those 
who have studied Russian experiments of 
the same kind, and who have held high 
hopes for the process here, that, at the 
very least, underground gasification of- 


fers a revolutionary method of produc- 
ing useful, low-cost energy from surface 
deposits of coal and lignite which, up to 
date, have gone unexploited. 

L. M, Smith, vice president of Ala- 
bama Power, who reported results of the 
initial tests, emphasized that only a bare 
start had been made in determining the 
characteristics of the process and the re- 
sulting fuel being obtained. 


* 
Alabama 


South Honors T. W. Martin 


HOMAS W. ManrrtTIN, president of 

Alabama Power Company, has been 
selected the “South’s Man of the Year,” 
by Dixie Business, a quarterly magazine. 
In an article by Hubert F. Lee, editor, 
tribute is paid to the distinguished serv- 
ice rendered by Mr. Martin to the people 


of the state of Alabama and the South. 

Mr. Martin is best known to the utility 
industry for his leadership in the develop- 
ment of hydroelectric power in Alabama. 
He has also been tireless in his efforts to 
build the South and has been a leader in 
the practical approach to the use of its 
natural resources. 


Arizona 


Commission Reopens Inquiry 


ce state corporation commission re- 
cently reopened an inquiry into the 
rates and adequacy of service given 
patrons of the Eloy Light & Power Com- 
pany, resetting the issue for public hear- 
ing February 21st. 

Simultaneously the commission set 
February 28th as the date for a hearing 
on two complaints recently filed by Pinal 
County Electrical District No. 5, which 
ask that (1) the commission nullify the 
corporate status of Trico Electric Co- 
dperative, Inc., an organization operating 
in Pinal, Pima, and Santa Cruz counties ; 


(2) that it prohibit the contemplated pur- 
chase by Trico of the properties of the 
Eloy power firm, upon which it holds an 
option. 

Interwoven into the situation is a fight 
between the co-op organization and the 
electrical district over the right to pur- 
chase the Eloy properties. 

The issues were projected before the 
commission on February Ist when coun- 
sel for patrons of the Eloy firm called on 
the commission to revive an investigation 
of the Eloy firm’s rates prior to the open- 
ing of the heavy pumping season, when 
ranchers and farmers get their biggest 
power bills. 


California 


Commission Rules against 
Cooperative 


N a decision of possible far-reaching 
I significance, the state public utilities 
commission this month laid claim to 
jurisdictional powersover state-chartered 


nonprofit electric power codperatives. 

The commission handed down its rul- 
ing in issuing a cease and desist order in 
favor of the California Electric Power 
Company against Mesa Electric Codpera- 
tive, Inc., of Victorville, in San Bernar- 
dino and Los Angeles counties. 
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The power company sought the order 
to halt power line construction by Mesa, 
which obtained in June, 1946, a loan of 
$270,000 from the Rural Electrification 
Administration, to serve 348 customers 
in the Victorville area. The issue was one 
of whether the commission had jurisdic- 
tion over the cooperative. 


Expects No Power Shortage 


N° power shortage, present or pros- 
pective, exists in northern Cali- 
fornia, A. Emory Wishon, vice president 
and general manager of the Pacific Gas 
and Electric Company, informed the 
Water Project Authority of California 
recently. 

In a letter to C. H. Purcell, chairman 
of the authority, he called “erroneous” a 
recent statement by Richard L. Boke, re- 
gional director of the Bureau of Reclama- 
tion at Sacramento, that “recent events 
point toward a developing power short- 
age.” 

While there has been some deficiency 


in rainfall on part of the Pacific Gas sys- 
tem, in other parts it is above normal, 
Mr. Wishon said. The range is from 62 
per cent of normal in the northern end 
of the territory. to 128 per cent in the 
south. With half the usual season’s rain- 
fall still ahead, he said, “there is nothing 
in the situation to give serious concern 
at this time.” 


Commissioner Appointed 


es PotTer of Fresno on Febru- 
ary 3rd was appointed by Governor 
Warren to fill the vacancy on the state 
public utilities commission caused by the 
recent resignation of Frank W. Clark. 

Potter is a professor of economics and 
history at Fresno State College. He is a 
University of Michigan graduate and 
also took graduate work at the Univer- 
sity of California in public administra- 
tion. 

His term will end January 1, 1949. The 
appointment has been confirmed by the 
state senate. 


Indiana 


Court Reverses Ruling 


Si state supreme court has reversed 
a Randolph County Circuit Court 
decision which denied jurisdiction of the 
state public service commission over the 
operation of the Panhandle Eastern Pipe 
Line Company. The court held that, be- 
cause operation of the Panhandle Com- 
pany vitally affected the interests of the 
state, the commission had the right to 
regulate service and fix rates. 


The circuit court decision was handed 
down May 11, 1946, and the commission 
and six Indiana utility corporations im- 
mediately appealed the ruling. 

The decision was reversed and instruc- 
tions were given to the circuit court to 
enter judgment denying relief to the 
Panhandle Company from regulations by 
the commission. The opinion was unani- 
mous and was written by Howard S. 
Young. Judge James A. Emmert did not 
participate in the decision. 


Kansas 


New Franchise Approved 


[; ITY commissioners recently approved 
a new franchise with the Gas Serv- 
ice Company which will net Topeka more 
than a million and a quarter dollars dur- 
ing the 20-year life of the agreement. 
The contract provides the city receive 5 
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per cent of the Gas Service Company’s 
domestic gross revenue and 1 per cent of 
the industrial gross yearly. 

On the basis of the company’s gross 
business during 1946, the new franchise 
will pay approximately $67,500 annually 
into the city’s general fund. The con- 
tract is effective January 1, 1947. 
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Kentucky 


Power Authority Urged 


KENTUCKY power authority, similar 

in essential respects to the Tennes- 

see Valley Authority, may be created to 

produce more and cheaper electric power 
for rural and urban users in the state. 

The possibility was considered serious- 
ly at a 2-day conference, held at Louis- 
ville late last month, of representatives 
from TVA, Rural Electrification Admin- 
istration, Department of Interior, and 
East Kentucky Rural Electric Codpera- 
tive. 

Salient points in the plan were released 
by H. Curtis Brown, Brandenburg, presi- 
dent of the Kentucky Association of 
Rural Electric Codperatives ; W. C. Dale, 
Shelbyville, president, and Sam J. Hord, 
Somerset, vice president, East Kentucky 
Rural Electric Codperative, comprising 
18 local REA’s. 

The plan was said to be in the discus- 
sion stage, pending final report of a sur- 
vey of the Kentucky power situation by 
Burns & McDonnell, utility consultants. 
The power authority could be created by 
Federal legislation, state legislation, or a 
combination of both. If it is decided to 
rely upon Federal legislation, this Con- 
gress will be asked to enact it. If state 
legislation is decided upon, the bill will be 
presented to the 1948 legislature. 


Sliding-scale Plan Proposed 


ee representatives were recently re- 
ported hopeful for an early discus- 
sion with the Louisville Gas & Electric 
Company of a plan for a sliding scale of 
electric rates the city has proposed to the 
utility. 

The plan suggests that rates in one 
year be based on an agreed percentage 
of earnings in the previous year. Mayor 
E. Leland Taylor wrote to T. Bert Wil- 
son, company president, that the plan 
“would avoid constant litigation which is 
expensive both to the company and to 
the city.” 

Wilson said the company at the time 
had no comment to make on the pro- 
posal. No date for a meeting of city and 
company officials had been set. 

Public Service Commissioner Jesse K. 
Lewis has recently declared that LG&E 
rates were so excessive in 1944 and 1945 
that it had to pay some $5,000,000 in 
Federal taxes on its excess profits. Lewis, 
a Democrat, refused to sign an order is- 
sued January 25th by Chairman Charles 
E. Whittle and Commissioner Cass R. 
Walden, Republicans, in Louisville’s two- 
year-old rate reduction complaint against 
the utility, and on February 3rd filed a 
sharply worded minority opinion in the 
record. 


* 
Maryland 


Bill Curbs Utility Strikes 


BILL to curb strikes by employees of 
Maryland public utilities, with 
authority vested in the state public 
service commission to take control of any 
utility whose operation is halted or cur- 
tailed by a labor dispute, was introduced 
in the state senate on February 5th by 
Senator Stromberg, Democrat of How- 
ard county. 

Senator Stromberg’s bill would apply 
to all firms under jurisdiction of the 
state commission, and sets forth that em- 
ployees are entitled to fair wages and 
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proper working conditions. It would be 
unlawful for any employee of a utility, or 
any other, to conspire to quit work or 
urge others with the purpose of suspend- 
ing or curtailing utility operations. 

In event a dispute exists, the bill sets 
forth, the commission would be em- 
powered to investigate the causes and 
hand down necessary orders for settle- 
ment. If the commission fails to reach a 
decision satisfactory to both parties, the 
governor could be asked to name a 3-man 
arbitration board. The board’s recom- 
mendations would be binding. 
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Minnesota 


Natural Gas Tax Bill 


TAX of 7 cents a thousand cubic feet 
A of natural gas piped to Minnesota, 
estimated to raise $4,000,000 new rev- 
enue annually, was proposed in a bill in- 
troduced in the state legislature recent- 


ly. It would divide the receipts one-third 
to the state educational aid fund and two- 
thirds to the general revenue fund. 

Two years ago a similar measure was 
killed by the house tax committee, it was 
reported. 


Missouri 


Would Prevent Penalties 


UBLIC utilities would be prevented 
from charging penalties for delayed 
payment of consumers’ bills under a pro- 
posal introduced this month in the state 


legislature by Representatives Thomas J. 
Gavin of Kansas City and Robert M. 
Uxa of St. Louis, both Democrats. 

The proposed legislation would allow 
the utilities to offer a discount for early 
payment, 


* 
Nebraska 


District Assessment Urged 


genet of public power districts 
would be assessed the same as prop- 
erty of private persons and firms under 
a bill introduced recently by Senator 
Henry D. Kosman, Omaha. At present 
public power districts pay in lieu of taxes 
an amount equal to the taxes paid by the 
power companies just prior to the time 
they were taken over by a power district. 


New 


Congress Asked to Speed Seaway 
7S need for the St. Lawrence sea- 


way project has been demonstrated 
“by every engineering and economic 
test,” the New York State Power 
Authority declared recently in calling for 
prompt action by Congress to authorize 
development of this international water- 
way. 

The request was embodied in the 
authority’s annual report which charac- 
terized the project, designed to link the 
Great Lakes and the Atlantic for navi- 
gational purposes and to provide cheap 
hydroelectric power, as “comparable in 
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Kosman’s bill provides they are to be 
assessed in the same manner and pro- 
cedure “as the ad valorem tax levied on 
any privately owned property and shall 
be subject to annual review by such as- 
sessing bodies.” 

A bill introduced by Senator Hern 
would authorize public power and irri- 
gation districts to sell to nonprofit cor- 
porations electric generating plants and 
distribution systems. 


a 
York 


its potentialities to such major public im- 
provements as Boulder dam and the 
Panama canal.” 

The authority’s report was submitted 
under the chairmanship of Major Gen- 
eral Francis B. Wilby, picked by Gover- 
nor Dewey for the post last winter. Ap- 
proached in this light, it was said the 
report could be taken to reflect the views 
of the governor. 

Also considered significant in connec- 
tion with the report was the fact that it 
came but a few days after Governor 
Dewey had recommended in his budget 
message that the authority’s funds for 
the coming year be raised $150,000. 
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Pennsylvania 


Pittsburgh Union Loses (“this union does not qualify . . . in its 
desire for more power, more dues, more 


HE decision of the chairman of the assessments, more initiation fees, and 
board of arbitration in the recent greater security”) ; (5) time and a half 
controversial Duquesne Light Com- for travel time between parking lot and 
pany labor dispute has resulted in a vic- plant; (6) employee profit sharing, 
tory for the company on most of the ma- retroactive prior to January 1, 1947. 
jor points at issue. Since the industry Increased wages calculated to restore 
member of the board, Maurice R. employees as of November, 1946, to the 
Scharff, was expected to go along with buying power level of January, 1941, 
the chairman, this decision will probably were allowed with a forecast by the 
mark the end of a case which led to the chairman that living costs would prob- 
27-day Pittsburgh power strike—the ably decline in 1947 (“we have passed the 
longest and most serious utility work pinnacle of postwar inflation and have 
stoppage in recent years. about readjusted to the deterioration of 
Chairman George E, Strong roundly quality during price control”). A wage 
denounced the union (whose chairman, reopening clause allowing either party 
George L. Mueller, was also labor mem- to seek further adjustment after August 
ber of the board of arbitration) for its 1, 1947, was approved. The union’s argu- 
lack of responsibility in carrying out its ment that utility employees were entitled 
agreement renouncing strikes. Strong’s to better wages because of their greater 
opinion also denied to the union: (1) a_ service obligation was rejected by the 
uniform master contract to supersede 9 chairman because of the employees’ record 
unit contracts now in effect; (2) the in- for actually engaging in a strike. While 
clusion of supervisors and foremen re- the union’s proposal for a pension to be 
ceiving less than $500 a month within _ paid entirely by the company was found 
the unions; (3) deduction of union as- by the chairman to be “too expensive,” 
sessment and dues except as provided in this particular item was left open to 
the existing contract; (4) a union shop further study and negotiation. 


> 


Texas 
Natural Gas Rates Cut Utility Antistrike Bill 


HE San Antonio public service A BILL to outlaw strikes or sabotage 

board recently ordered the gas rate against electric, gas, and water 
to householders in that city reduced 5 utilities in Texas was scheduled to be 
cents per thousand cubic feet, effective introduced in the state legislature this 





in all buildings after March Ist. month by Representative Claud H. Gil- 
The reduction came after a new gas_ mer of Rocksprings. 
contract was signed by the board with His proposal would make it a felony 


the United Gas Pipe Line Company, offense, punishable by two to five years 

whereby the city buys the gas 5 cents in prison, for any person to damage wil- 

lower than formerly. The new contract fully or destroy public utility properties, 

is for a period of fifteen years, beginning and would prohibit picketing, intimida- 

January 1, 1947, tion, or other interference with em- 
The new contract also calls for the ployees who want to work. Gilmer’s bill 

erection of a $4,700,000 20-inch gas sup- would protect both private and municipal 

ply line into San Antonio to augment the utilities and such state agencies as the /— 

3-line system that now serves the city. Lower Colorado River Authority. 4 
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The Latest Utility Rulings 


Greater Strength to Resist Public Power 
Not an Objection to Merger 


A MERGER of the facilities of North- 
western Electric Company and 
Pacific Power & Light Company was ap- 
proved by the Federal Power Commis- 
sion, notwithstanding objections by pub- 
lic power advocates. The Bonneville 
Power Administrator had filed a brief and 
interveners had argued that the merg- 
er would tend to defeat the realization 
of the basic purposes of the Bonneville 
Act. 

The Northwest is the scene of a con- 
flict between public and private operators. 
It was said to be apparent that the real 
basis of objection was to be found in the 
fear that those who favor private opera- 
tion would be strengthened by the merg- 
er. 
But, the commission said, the Fed- 
eral Power Act does not contemplate 
recognition of this as a ground for deny- 
ing approval. It must be presumed that 
the purpose of any regulatory act is to 
assure more adequate and economical 
service by the companies subject to its 
provisions, 

Nor, it was held, should the merger be 
disapproved because the companies did 
not make a definite commitment as to 
future rate reductions. Rates of the sur- 


e 


viving company would be subject to 
regulation. 

The commission again stated its inten- 
tion to follow the rule laid down in 
Pacific Power & Light Co. v. Federal 
Power Commission (1940) 34 PUR- 
(NS) 153, 111 F2d 1014, that the phrase 
“consistent with the public interest” does 
not mean a public benefit or require pro- 
motion of the public interest. Compati- 
bility with public interest is sufficient. 

It must be shown that a merger will 
not result in detriment to consumers or 
investors or to other legitimate national 
interests. When the statutory standard 
has been complied with, the commission 
held, there exists a substantive right to 
have commission approval. 

Some witnesses testified that they 
were afraid that the merger might afford 
a basis for increased severance damages 
in pending condemnation proceedings. 
The companies were willing to stipulate 
that no greater claim for severance dam- 
ages would be made in pending actions, 
and the commission conditioned its ap- 
proval order on a stipulation to that 
effect. Re Northwestern Electric Co. et 
al. (Opinion No. 146, Docket Nos. IT- 
6000, IT-5998). 


Reduction in Cost of Gas Passed on 
To Consumers 


7 Georgia commission prescribed 
new rate schedules for the At- 
lanta Gas Light Company in order to 
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pass on to ultimate consumers the amount 
of reduction in cost of gas to be realized 
by the utility as the result of revised 
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wholesale rates filed by Southern Natu- 
ral Gas Company and accepted by the 
Federal Power Commission. The state 
commission was opposed to the form of 
wholesale rates established, but it tried 
to work out a plan of local rates which 
would meet the situation, 

Prior to the revision of wholesale rates 
all gas sold to the utility was billed on a 
commodity basis. The applicable rate de- 
pended on the ultimate use of gas. The 
new rate contained a demand charge of 
$1.40 per thousand cubic feet per day 
for firm gas plus a commodity charge of 
11 cents per thousand cubic feet for all 
firm gas delivered. In addition, a dump 
or interruptible rate of 14 cents per thou- 
sand cubic feet without a demand charge 
had been established for all interruptible 
gas delivered. 

Under the new rate the Atlanta Com- 
pany had paid about $43,000 more from 
May to November, inclusive, than would 
have been paid under the former rate. 
Some offsetting reduction was expected 
during the winter months. 

The state commission did not feel that 
it was necessary to follow the rate pat- 
tern of the Federal Power Commission, 
but it thought that rates should cover the 
cost of gas purchased with some margin 
to provide for distribution expense. The 
Atlanta Company proposed a dump rate 


schedule for large industrial use of gas 
with a demand charge applicable to all 
gas delivered on a firm basis. This form 
of rate, said the commission, if reason- 
able in amount, is acceptable, but the 
fact that the Atlanta Company did not 
have enough gas to furnish firm gas re- 
quirements of its customers made this 
schedule a dump rate, a rate primarily 
for interruptible service. 

In view of this situation it was the 


opinion of the commission that present 


contract rights of industrial consumers 
should not be disturbed until such time 
as gas supply is adequate. Present rates 
would be frozen for a period of one year, 
at which time the whole matter would be 
reviewed. Special provisions were made 
for space-heating consumers, educational 
and charitable institutions, and Federal 
housing projects. 

The company proposed that customers 
failing to comply with a curtailment or- 
der should, for twelve months, pay a firm 
use charge based on a quantity of gas 
equal to the full volume of gas taken by 
the customer between the effective time 
of the curtailment order and the effec- 
tive time of the next succeeding partial 
or complete restoration order. This was 
disapproved as an improper penalty. Re 
Atlanta Gas Light Co. (File No. 19367-1, 
Docket No. 7863-A). 


z 


Ultimate Consumers Entitled to Funds 
Impounded in Wholesale Rate Case 


N attempt by the Citizens Utilities 
Company to obtain part of the funds 
impounded by a Federal court during liti- 
gation over wholesale rates was blocked 
by the Colorado commission. The com- 
mission held that it had jurisdiction to 
award reparation to consumers of the 
local company and that they were entitled 
to the whole fund after deduction of ex- 
penses. 

Rates of the wholesaler, Colorado In- 
terstate Gas Company, were reduced by 
the Federal Power Commission and its 
order was sustained by the Supreme 
Court in Colorado Interstate Gas Co. v. 


Federal Power Commission (1945) 324 
US 581, 58 PUR(NS) 65. The commis- 
sion’s order had been stayed pending the 
appeal on condition that it deposit the dif- 
ference between rates charged to dis- 
tributing companies and the new low- 
ered rates. The impounded funds in- 
cluded about $176,000 on account of ex- 
cessive charges to Citizens Utilities Com- 
pany. 

This company proposed to distribute 
one-half of its share of impounded funds 
to customers and to devote the remaining 
half, less additional income taxes, to re- 
placing gas mains and service connec- 
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THE LATEST UTILITY RULINGS 


tions. It was shown that a peculiar soil 
condition existed which caused rapid 
deterioration of gas pipes. Past deprecia- 
tion allowances had been inadequate. 

The commission ruled, however, that 
even if the company could show definitely 
what the correct depreciation rate should 
be, customers should not now be penal- 
ized by having to make up for the past 
inadequacies. 

The company, subsequent to the order 
of the Federal Power Commission, had 
voluntarily reduced rates. This, in the 
opinion of the state commission, amounted 
to an admission that the rates assessed 


e 


and collected during the impoundment 
period were excessive and unreasonable. 
Moreover, figures presented showed an 
average return of more than 6 per cent. 

Written statements by public officials, 
service clubs, and individuals supporting 
the company’s proposal to divide the 
fund were disregarded. It was suggested 
that, if the communities had been fully 
advised, the signed requests might not 
have been procured. Even though there 
was no opposition, the commission must 
protect the rights of customers. Re Citi- 
zens Utilities Co. (Decision No. 27319, 
Case No. 4932). 


Employment of Securities Dealers to Solicit 
Stock Exchanges Authorized 


HE Securities and Exchange Com- 
mission authorized the Middle 
West Corporation, the Central & South 
West Utilities Company, and its sub- 
sidiary, American Public Service Com- 
pany, to employ securities dealers to so- 
licit exchanges of the publicly held pre- 
ferred stock of Central and American for 
common stock of a company resulting 
from the merger of these companies. It 
was pointed out that the declaration was 
designed to facilitate consummation of a 
plan which the commission and the dis- 
trict court had approved. 
The exchange of a large percentage of 
publicly held preferred stocks would have 
a direct bearing on the price which might 


be bid for new common required to be 
sold to retire preference stock not sub- 
mitted for exchange. The greater the 
number of exchanges, the commission 
said, the less common stock would have 
to be underwritten, and the lesser degree 
of risk would be reflected in a higher 
bid. 

The securing of a satisfactory price 
was essential to the fairness and feasi- 
bility of the plan. Therefore, reasonable 
expenditures incurred in the solicitation 
of such exchanges would be proper. The 
amount of the proposed dealers’ commis- 
sions was considered reasonable. Re 
Middle West Corp. et al. (File No. 
54-81, Release No. 7078). 


Rates Revised without Change in Over-all 
Return Allowance 


‘oe Maryland commission permitted 
increases in gas and steam-heat 
rates of the Consolidated Gas, Electric 
Light & Power Company of Baltimore 
where proposed schedules were no higher 
than necessary to compensate for in- 
creased costs of rendering service. Lower 
rates were ordered for electric service in 
view of an increased return from elec- 
tric operations. The commission refused 
to change its previous ruling that a re- 


turn of not less than 54 per cent and not 
more than 6 per cent is fair and reason- 
able. 

The principal change proposed in the 
gas rate schedule covering domestic serv- 
ice was the introduction of a minimum 
charge of $1 per month. For this charge 
a consumption of 400 cubic feet is allow- 
ed in the city rate district. Such a charge 
was held to be reasonable in the light of 
costs, which have been clearly attribut- 
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able to the initial block of service. 

The commission made findings (1) the 
company’s merchandise operations are 
load building and utility in character; 
(2) a tax reduction effected through the 
company’s refunding of bonds was non- 
recurring andnonutilityin character ; and 
(3) the amount which the company had 


e 


credited to depreciation reserve as equiv- 
alent to the tax reduction resulting from 
amortization of war emergency facilities 
under § 124 of the Internal Revenue 
Code was a proper operating expense. 
Re Consolidated Gas, Electric Light & 
Power Co. of Baltimore (Case No. 4661, 
Opinion and Order No, 42921). 


Telephone Service Authorized for Clergyman’s Residence 


: a Wisconsin commission author- 
ized a telephone company to ren- 
der service to a clergyman whose resi- 
dence was in an area where the under- 
takings of two companies overlapped, 
even though the house was connected to 
the lines of the other company by facili- 
ties left by a previous tenant. 

The clergyman introduced evidence to 
show that about two-thirds of his church 
members were served by the company 
from whom he sought service. The find- 


e 


ing of the commission as to the need for 
the service was expressed in these words: 
The evidence herein is not sufficient to 

show that the rendition of such service . . 

is not required by public convenience and 

necessity. 

Commissioner Bryan dissented on the 
ground that the commission order should 
have required the utility to render service 
and not merely authorized it. Melvin v. 
Wisconsin Telephone Co. et al. (2-U- 
2286). 


Other Important Rulings 


XN action by a colored passenger 
against a railroad for breach of con- 
tract based on his ejectment from a train 
while passing through a state requiring 
segregation of white and Negro pas- 
sengers was decided by the United States 
Court of Appeals for the District of Co- 
lumbia in favor of the passenger on the 
ground that the state statute requiring 
segregation was invalid as to interstate 
passengers. Matthews et al. v. Southern 
Railway System, 157 F2d 609. 


The Vermont Supreme Court re- 
fused to allow court costs in its 
judgment dismissing on jurisdictional 
grounds the petition of a power company 
for authority to redevelop its river facil- 
ities and stated that costs are not allow- 
able in a proceeding in which public con- 
venience is involved. Re Bellows Falls 
Hydro-Electric Corp. 49 A2d 561. 


In consideration of the petition of 
a dump truck owners’ association for 
an increase in rates for motor transport, 
the Massachusetts Department of Public 
Utilities expressed the opinion that the 
mileage charges should be assessed for 
total and actual loaded miles of haul but 
left to the carrier the probiem of deter- 
mining the proper charges for delay or 
waiting time. Re Dump Truck Owners’ 
Asso., Inc. (DPU 7490). 


A lower court decision awarding a 
passenger the sum of $50 for lost 
baggage of greater value was reversed by 
the South Carolina Supreme Court, 
which held that the state commission’s 
rule limiting the liability of a motor car- 
rier for lost baggage to a flat sum regard- 
less of the value of the package was in- 
valid. Kirby v. Carolina Stages, 40 
SE2d 165. 


Norte.—The cases above referred to, where decided by courts or regulatory commissions, will be 
published in full or abstracted in Public Utilities Reports. 
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NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


Re Jersey Central Power & Light 
Company 


Docket No. 2503 
November 26, 1946 


PPLICATION by utility for approval of revision of gas rates; 
A modified increase approved. 


Valuation, § 410 — Qualification of witness. 
1. Testimony as to accrued depreciation and the original cost rate base of 
a gas company is unacceptable where the witness has not examined the 
properties, is not an engineer, had no engineering assistance, and has never 
been employed by a gas utility in either an operational or managerial capac- 
ity, p. 133. 

Expenses, § 9 — Future estimate — Relation to actual expense. 
2, Mere expectancy as to the level of operating expenses a year or two 
hence cannot provide a basis for disallowance of operating costs actually 
experienced and not shown to be unreasonable, p. 134. 

Expenses, § 9 — Estimates for future — Continued regulation — Flexibility. 
3. A Commission need not speculate as to the level of operating expenses 
in future years in determining rates of a gas utility, since regulation is a 
continuing process and adjustments can be made to meet changed labor and 
maintenance costs, p. 134. 

Rates, § 175 — Rate base and return — Findings. 
4. No specific findings as to rate base or allowable return are necessary in 
a rate proceeding in which adequacy of return is not a significant issue, 
p. 135. 

Rates, § 389 — Gas rates — Cost of service — Large volume use. 
5. Proof that a gas company is not recovering the cost of service from 
large volume users, such as space-heating customers, affords a basis for 
establishing a revised level at which volume sales should be priced, p. 136. 

Apportionment, § 30 — Operating expenses — Supervisory costs. 
6. It is improper, where only a portion of the’ operating expense account 
of a gas utility is allocable to its volume sales, to assign the total amount 
of supervisory costs in the account to the volume component, since such 
costs should follow the allocation of items supervised, p. 137. 

Rates, § 384 — Gas — Evidence supporting increase — Volume use. 
7. A gas utility must present a thorough study and analysis showing the 
costs related to volume use to support its estimate as to the lowest rate at 
which gas should be sold to volume users, p. 137. 

Rates, § 384 — Distribution of rate increase — Cost differences. 
8. Additional revenue to which a gas company is entitled need not be 
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spread equally over all customers if there is considerable difference in the In 

average price of gas paid by various classes of users, p. 138. lin 

Rates, § 389 — Gas space heating — Conversion to gas — Reliance on low rates. ie 
9. There is no merit to a contention by customers of a gas utility that since J jowi, 

they converted to gas heat on the basis of low rates for volume use, a sub- “y 
stantial rate increase would be inequitable, when costs of all types of fuel Z 

have increased to the extent that even at the proposed increased rate a gas§ 4 fair 
consumer would be in a better position than a user of any other fuel,§ the g: 

p.- 138. , eral | 
Rates, § 303 — Fuel clause — Gas. sated 
10. A utility may reasonably introduce into its rate structure a fuel clause ly ex¢ 

which provides for increases or decreases in price at which gas is sold by = 
an amount equivalent to changes in fuel costs to the company, as such af} to me 

clause not only affords the company protection against further increases foe i 
in the prices of fuels, but also provides a vehicle for promptly passing on aby 

to customers savings resulting from any decrease in fuel costs, p. 139. aged 
Discrimination, § 61 — Rates — Gas — Preference to volume users. and hs 
11. A rate schedule which does not provide reasonably adequate compensa- Gatrit 

tion from large volume users and permits unjust and unreasonable demands posed 
upon other users is inequitable and discriminatory, p. 139. earn it 

tional 

APPEARANCES: Joseph F. Auten- Brielle, Ray A. Nellis, Sea Girt, “3. 
rieth, for Jersey Central Power & Howard K. Stokes, Allenhurst, and wills 
Light Company; Harry R. Booth, Bruno H. Walter, Lakewood. structu 
Utilities Counsel, by Howard S. Gutt- Frank H. Sommer and Daniel de-§ to all t 
man, Principal Trial Attorney, for Brier, Deputy Attorneys-General, forg ‘rimin: 
Office of Price Administration, Wash-_ the Board. equitat 
ington, D. C.; Ward Kremer, for the By the Commission: Jersey Cen- ose - 

city of Long Branch, township of tral Power & Light Company (herein- 4. 
Neptune, borough of Deal, borough of after referred to as “Com ” sent th 
: pany”) file : 

Allenhurst; Leo J. Warwick, for the 3 new tariff for gas service designated ym en: 
city of Long Branch; Robert H. as PULC. No. 2, involving both ing S 84S 
Maida, for the borough of Fair Ha- creases and decreases in rates to bef ‘#t it 
ven; Joseph Silverstein, for the bor- come effective July 1, 1946. The new centage 
ough of Belmar; Harry Roeser, for tariff, which consists of a single rate me om 
the city of Ocean City; Solomon Laut- schedule applicable to all classes o the Cor 
man, for the borough of Deal; E. service bearing the designation “Serv: aging, | 
Alexander Edelstein, for the city of ice Classification A—General Ser- , 5. 7 
Asbury Park; Richard R. Stout, for vice,” is intended to replace and super: at ga 
the township of Neptune; Walter Fox, sede the existing tariff designate _ 
for the borough of Bradley Beach; “P.U.C. No. 1” which contains six a oe 
Henry H. Patterson, for Ocean town- separate rate schedules, viz. : — 
ship. G- 1—Seasonal and Yearly Gas Service 7 ne 
The following appeared pro se: Al- e ey ee By gg SOP ing the I 
fred E. Freeman, Belmar, Frederick G- 4—All-purpose Gas Service , ny’s rat 
W. Newton, Brielle, Ralph Isham,  @19—Seasonal and Yearly Gas Service | The C 
fe) 
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In the statement accompanying its 
filing, the Company represents the pro- 
posed schedule will accomplish the fol- 
lowing results: 

“1. The Company will then receive 
a fair and reasonable compensation for 
the gas sold for heating and large gen- 
eral purposes, and will be compen- 
sated for its present costs which great- 
ly exceed the present rate levels. 

“2. The Company will be enabled 
to meet the existing public demands 
for its gas service and will be encour- 
aged to make the necessary changes 
and additions to its production and 
distribution facilities because the pro- 
posed rate will enable the Company to 
earn its cost of service from such addi- 
tional gas sales. 


“3. The proposed revision of rates 
will simplify the Company’s rate 
structure and will enable it to sell gas 
to all types of consumers without dis- 
crimination and with a more fair and 
equitable distribution of the cost of 
gas service. 

“4. The Company does not repre- 
sent that the new proposed gas rate 
will enable it to earn a fair return on 
its gas investment, but does represent 
that it is now supplying a large per- 
centage of its gas business at less than 
cost and that the new rate will permit 
the Company to sell gas without in- 
curring any losses therefrom. 

“5. The Company finally represents 
that gas for house heating and for 
large volume use is a competitive fuel 
and a premium fuel because it has ad- 
vantages that are beyond the basic 
price comparison. All competitive 
fuels have increased substantially dur- 
ing the past year, whereas the Compa- 
ny’s rates have remained unchanged. 
The Company believes that the in- 
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crease in rates will not have any seri- 
ous effect upon its competitive posi- 
tion, but that its gas business will con- 
tinue to grow and expand under the 
proposed new rates.” 

The Company also represents that 
the proposed new tariff would have the 
effect of increasing annual gas opera- 
ting revenues by $141,487, to a total of 
$3,526,744; and further that while 
the proposed rate would decrease the 
bills of some customers and increase 
the bills of others, the bulk of the de- 
crease will go to customers now served 
under Rates G-1, G-2, G-5, and G-10, 
and that increases will be experienced 
in the main by house heating, water 
heating and other large volume users 
now served under Rates G-3 and G-4. 

By orders dated June 11, 1946 and 
August 13, 1946, the Board suspended 
the proposed rate revision pending 
hearing and determination. 


Description of Applicant 
Facilities 

Jersey Central Power & Light Com- 
pany came into existence on March 
27, 1925, by the consolidation of a 
number of electric and gas companies, 
some of these predecessor companies 
having commenced business prior to 
1900. The Company provides gas 
service in parts of Morris, Monmouth, 
Ocean, and Cape May counties. Dur- 
ing the year 1945 the Company, on the 
average, served approximately 62,850 
gas customers per month. 

The Company operates water gas 
production plants in Dover, Long 
Branch, Belmar, Toms River, Ocean 
City, and Wildwood, as well as a liqui- 
fied petroleum installation at Peahala, 
Long Beach township. 

The Company also has thirty-nine 
storage holders. 


and its 
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The distribution facilities consist of 
approximately 1,050 miles of main 
ranging from 3-inch to 24 inches in 
diameter. 

The Company supplies gas in five 
distinct service areas, which are not 
interconnected by pipe lines. Each 
service area is served from separate 
production facilities, viz. : 

The Long Branch or Coast Division 
which extends from Red Bank to 
Point Pleasant and Lakewood, and in- 
cludes such cities as Asbury Park and 
Long Branch, is supplied from the 
Long Branch and Belmar plants. 

In the Southern Division, Ocean 
City, Sea Isle City, and Townsend’s 
Inlet are supplied from the Ocean City 
plant and Wildwood, Cape May, Cape 
May Court House, Stone Harbor, and 
Avalon are supplied from the Wild- 
wood plant. The Ocean City and 
Wildwood plants are not interconnect- 
ed by pipe lines. 

The Northern Division includes 
Dover, Wharton, Denville, Mountain 
Lakes, Boonton, and Lincoln Park 
and is supplied from the Dover plant. 

Toms River, Beachwood, Bayville, 
Forked River, Barnegat, and Tucker- 
ton are supplied from the Toms River 
plant. 

The Company also operates a bu- 
tane plant at Peahala, which supplies 
the area on Long Beach Island from 
Beach Haven to Surf City. 


Return on Investment in Gas Facilities 

The Company took the position 
that the matter of adequacy of return 
on its gas business as a whole was not 
an issue in this proceeding, asserting 
in this respect that it was not earning a 
fair return on its investment, and that 
the proposed rate was not designed to 


produce a fair return. In support of 
its contention in this respect, the Com- 
pany offered Exhibits P-16 and P-32. 
Exhibit P-16 which was prepared and 
introduced in evidence by Ralph 
Hoey, comptroller of the Company, 
purports to indicate that the experi- 
enced rate of return, before Federal in- 
come taxes for the year 1945, was 2.42 
per cent on an original cost rate base, 
and 1.75 per cent on an acquisition 
cost rate base. Exhibit P-32, which 
was prepared and introduced in evi- 
dence by Malcolm W. Davis, a con- 
sulting engineer employed by the 
Company, indicates that the rate of 
return after Federal income taxes for 
the year 1945, was 07 per cent, on 
what the witness designated as an 
historical cost rate base, and that the 
rate of return would be 1.3 per cent 
on this rate base, after giving effect to 
the estimated increase in revenue to 
be produced by the proposed rate at 
issue in this proceeding. 

The original cost rate base stated 
in Exhibit P-16 at $10,373,047, was 
arrived at by using original cost 
($13,487,903) of plant in service, 
and construction work in progress as 
at December 31, 1945, as a starting 
point. The book reserves for amorti- 
zation and depreciation, aggregating 
$3,614,856, were then deducted and 
$500,000 added for working capital. 
Original cost is defined as the cost of 


the property to the person first devot- § 


ing it to public service. 


The acquisition cost rate base stated 
in Exhibit P-16 at $14,380,153, was 
arrived at by adding to the original 


cost rate base the sum of $4,007,106, § 


which was asserted to represent the 
amount actually expended by the Com- 
pany in arm’s-length transactions for 
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acquisition of gas plant over and above 
the original cost of said plant. 

The historical cost rate base, stated 
in Exhibit P-32 at $14,282,302, was 
developed in essentially the same man- 
ner as the acquisition cost rate base, 
except that it does not include con- 
struction work in progress, which 
amounted to $34,850 as at December 
31, 1945, and included a lower allow- 
ance, for working capital, namely 
$437,000. 

[1] Objection was interposed at 
the hearing to the Company’s conten- 
tion as to return hereinbefore stated. 
A calculation identified as Exhibit 
0-5, introduced in evidence by Dr. 
John Bauer, who appeared as a wit- 
ness in behalf of some objectors, pur- 
ported to show that the rate of return 
under present rates is 6.01 per cent. 
This calculation admittedly reflected 
adjustments made by the witness to 
Company’s Exhibit P-16. The wit- 
ness’s adjustments fall into two cate- 
gories—those related to calculation of 
rate base and those related to estab- 
lishment of amount available for re- 
turn. In his rate base calculation, 
Dr. Bauer adopted as a starting point 
the lowest evidence as to rate base in- 
troduced on behalf of the Company, 
i.e., original cost. In so doing, how- 
ever, he “rounded-out” the item of 
$13,487,903, to $13,400,000, explain- 
ing that he did not have the exact 
figures before him when his exhibit 
was being prepared. The other ad- 
justment made to the Company’s orig- 
inal cost rate base calculation shown 
in Exhibit P-16, related to the deduc- 
tion for depreciation. In place of a 
deduction of $3,614,856, which is the 
actual amount of reserves for depre- 
ciation and amortization as at Decem- 


ber 31, 1945, used by the Company’s 
witness in his calculation, Dr. Bauer 
adopted as a depreciation deduction 
the sum of $4,690,000. Giving effect 
to these adjustments, he arrived at a 
rate base of $9,210,000, or $1,163,047 
less than the original cost rate base as 
calculated by Mr. Hoey. 

Dr. Bauer’s first adjustment of 
$87,903 requires no further comment 
in view of his explanation of this er- 
ror. In explanation of his deprecia- 
tion adjustment, he characterized as 
inadequate the deduction by the Com- 
pany’s witness of the actual amount 
of reserves for depreciation and amor- 
tization which approximate some 27 
per cent of the gross original cost of 
gas plant, further testifying: 

"4 I can’t conceive that a de- 
preciation reserve to represent the full 
physical and functional depreciation 
as of December 31, 1945, could have 
been less than 35 per cent *e 
(P. 671.) 

Dr. Bauer arrived at his deprecia- 
tion deduction of $4,690,000 by tak- 
ing 35 per cent of $13,400,000, the 
figure he used as gross original cost 
of gas plant. 

In determining the weight to be ac- 
corded the testimony of Dr. Bauer in 
this case, the Board must be mindful 
that Dr. Bauer, when cross-examined 
as to his qualification, admitted that 
he was not an engineer, that he had no 
engineering assistance in this investi- 
gation, that he had never been em- 
ployed by a gas company, that he had 
never been engaged in the operation 
or management of a gas plant, and 
that he had not inspected or examined 
the Jersey Central Power & Light 
Company’s gas properties. In answer 
to a question on direct examination 


133 66 PUR(NS) 








NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


as to the average life he assigned to 
production plant, still on the general 
subject of depreciation deduction he 
testified : 

“Well, there isn’t any single recog- 
nized rule and there is a difference 
under different circumstances, and I 
have not examined this Company’s 
properties specifically for this purpose, 
but for production plant in general 
a 4 per cent annual depreciation 
would be an amount that I think 
would be considered as _ reasonable 
usually, 2” (P. 657.) 

Furthermore, by his own admis- 
sion, to the effect that the property 
should be properly examined, before 
making a depreciation estimate, and 
that proper examination and studies 
might take a year, he in effect relegat- 
ed his own estimates as to accrued de- 
preciation to the category of a mere 
conjecture unsupported by actual tech- 
nical studies of the properties under 
discussion. 

On the basis of the record in this 
proceeding the Board finds Dr. Bau- 
er’s adjustment with respect to ac- 
crued depreciation and, hence, with 
respect to the original cost rate base 
wholly unacceptable. 

[2,3] Dr. Bauer made two adjust- 
ments which affect the establishment 
of the amount available for return. 
The first involves a downward revi- 
sion of actual operating expenses 
for 1945 by $135,000. In explanation 
of this adjustment he testified that he 
considered the 1945 expense level as 
abnormal. The witness did not spe- 
cifically detail the manner in which he 
arrived at the amounts by which he 
considered various 1945 expense items 
abnormal. His adjustment in this re- 
spect reflects, rather, his general esti- 


mate of the amount by which he deems 
1945 expenses abnormal based largely 
on his belief that 1945 expenses reflect 
extraordinary maintenance and on 
a prophecy that the level of 1945 labor 
costs would be substantially reduced 
by the end of 1947. 

Here again, the witness by his own 
testimony imposed certain limitations 
upon the weight that can be accorded 
his expense adjustment: 

“ . . Now, I haven’t, of course, 
gone over the plant and haven’t made 
a study of my own nor haven’t had 
engineering assistance in this matter, 
but in going over the records and over 
all these matters it seems to me rather 
inescapable that 1945 is extraordinary, 

.” (P. 645.) 

Examination of the Company’s re- 
ports on file with this Board, and 
made part of the record in this case 
covering the operating expenses for 
the first nine months of 1946, does 
not reflect any over-all reduction in 
operating expenses from 1945 levels 
or any reduction in production main- 
tenance and labor costs, which items 
Dr. Bauer specifically criticized in 
connection with his adjustment of op- 
erating expenses. Mere expectancy 
as to the level of operating expenses a 
year or two hence cannot provide a 
basis for disallowance of operating 
costs actually experienced and not 
shown to be unreasonable. However, 
there is no need to speculate as to the 
level of operating expenses either at 
the end of 1947 or in succeeding years. 
Regulation is a continuing process and 
if in the future labor and maintenance 
costs are lower than present levels, 
the situation can and will be reéx- 
amined by the Board in the light of 
conditions then existing. 
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Dr. Bauer’s second adjustment, 
which affects the establishment of the 
amount available for return, relates to 
the annual provision for depreciation. 
The amount available for return for 
the year 1945 as set forth in Exhibit 
P-16 is after a deduction of $514,045 
for annual provision for depreciation. 
The witness believed that this provi- 
sion for depreciation was excessive 
and resulted in understatement of the 
amount available for return. He testi- 
fied that an adequate provision for an- 
nual depreciation would lie in the 
range of 2 per cent to 2} per cent of 
original cost of gas plant account. 
Stated in dollars, Dr. Bauer placed the 
reasonable annual provision for de- 
preciation in the range from $270,000 
to $337,000. 


Comments hereinbefore expressed 
with respect to the weight to be accord- 
ed to this witness’ testimony on de- 
preciation, in the discussion of his pro- 
posed adjustment for accrued depre- 
ciation, apply here with equal force. 
The Board, however, finds it unneces- 
sary to the disposition of this matter 
to pass upon the reasonableness of the 
annual provision for depreciation, for 
even if the lowest estimate of the wit- 
ness as to annual depreciation is 
accepted, the indicated rate of return 
before Federal income taxes becomes 
4.78 per cent on the lowest acceptable 
evidence as to rate base, i.e., the orig- 
inal cost rate base reflected in Exhibit 
P-16. Additional revenues expected 
to result from proposed rates, adjusted 
only for the effect of taxes related to 
revenues and income, would increase 
the rate of return on the original cost 
rate base by approximately 0.8 per 
cent. 

[4] In view of the foregoing, the 
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Board agrees with the contention of 
the Company, that adequacy of return 
on the gas business as a whole is not 
a significant issue in this case and, 
therefore, no specific findings as to 
rate base or allowable return are 
deemed necessary for disposition of 
this matter. 


Reasonableness of Proposed Rate 
The proposed new rate may be sum- 

marized in this form: 

First 400 cubic feet or 


less per month 
Next 2,600 cubic feet 


er 15 per 100 cu. ft. 
Next 7.000 cubic feet 

a .09 per 100 cu. ft. 
Over 10,000 cubic feet 

OOF SE oc cccnsses .07 per 100 cu. ft. 


While this rate carries monthly 
minimum charges ranging from $1 
to $10 per month, dependent upon the 
capacity of the meter required to serve 
the customer, the great bulk of the 
customers will be subject to the $1 
monthly minimum charge. 

For customers connected during the 
seasonal period between April Ist and 
September 30th each year, the charge 
for the first 400 cubic feet of gas is in- 
creased from $1 to $2. If customers 
connected between the aforesaid dates 
take service continuously from the 
date of connection to the first meter 
reading of the next calendar year, 
they are to be considered annual cus- 
tomers and their accounts will be 
retroactively adjusted from the date 
of connection by rebilling on the all- 
year basis. Otherwise, there is no 
difference in the charges to seasonal 
and all-year customers. 

The rate also includes a fuel adjust- 
ment provision which pursuant to the 
statement accompanying the filing is 
to be applicable only to the use of gas 
66 PUR(NS) 
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in excess of 3,000 cubic feet per 
month. 

The service connection and ledger 
transfer charges of $1 now applied 
under the existing rate schedules, oth- 
er than rate G-3, are eliminated in the 
new tariff. 

Thomas R. Dobson, vice president 
of the Company, explained the purpose 
of the proposed new rate as follows: 

“ . . I might say that it was not 
the Company’s purpose to increase its 
revenue primarily by this rate change. 
Obviously, if we were to attempt to in- 
crease our revenue to get anything 
near a fair return on the rate base we 
would reach the point of diminishing 
returns and simply kill off the gas 
business. - 

“Now, that is the Company’s reason- 
ing behind its application for this type 
of rate. First, to compensate us for 
volume sales and, second, to eliminate 
a present rate situation which is not 
healthy to the Company or from a pub- 
lic standpoint.” (P. 112.) 


[5] The lowest rate at which gas 
is now being sold to large volume us- 
ers, which category includes space- 
heating customers, is fifty cents per 
thousand cubic feet. In the proposed 
tariff, the lowest rate is established at 
70 cents per thousand cubic feet. Mr. 
Dobson produced in evidence a calcu- 
lation designated as Exhibit P-9 in 
support of his contention that the 
Company was. not now recovering 
from volume users the cost of serving 
said users, as well as in support of the 
lowest rate for the sale of gas estab- 
lished in the proposed tariff. This 
calculation purported to represent an 
allocation of costs of providing service 
into two categories; those costs which 
are related to volume of use—desig- 


nated as volume component, and those 
costs which are related to the number 
of customers served—designated as 
customer component. On the basis of 
the volume cost component for the 
year 1945 of 67.2 cents per thousand 
cubic feet as indicated by his calcula- 
tion, Mr. Dobson reached the conclu- 
sion that 70 cents per thousand cubic 
feet was the lowest level at which the 
Company could now sell gas for any 
purpose. The witness made no spe- 
cific use of his calculated results as to 
customer component. Exhibit P-9 
also showed the results of Mr. Dob- 
son’s calculation as to volume and 
customer components for the years 
1935 and 1940. 


Obviously, if it clearly appeared 
from the proofs that the calculations in 
Exhibit P-9 were fundamentally 
sound and accurate, it would afford a 
basis for establishing the lowest level 
at which volume sales should be 
priced. The determination, therefore, 
of one of the the most significant is- 
sues in this case rests largely upon the 
validity of the calculations in Exhibit 
Pp-9, 

The results of Mr. Dobson’s calcu- 
lation as to volume component for 
1935, the year when the present 50 
cents per thousand cubic feet price 
level for heating service was estab- 
lished, appear to cast considerable 
doubt as to the over-all soundness of 
the calculations reflected in Exhibit P- 
9. Mr. Dobson calculated the volume 
component for 1935 exclusive of di- 
rect taxes at 53.4 cents per thousand 
cubic feet. After allowance for direct 
taxes as reflected in the Company’s 
1935 annual report, the latter item 
would become approximately 59 cents. 
This figure would then be comparable 
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with Mr. Dobson’s calculated volume 
cost component for 1945 of 67.2 cents 
per thousand cubic feet. Bearing in 
mind Mr. Dobson’s contention that his 
calculation as to volume component 
purported to establish the lowest rate 
at which gas can be sold, it is rather 
difficult to reconcile his 1935 volume 
cost component with the voluntary 
establishment by the Company of a 50 
cents per thousand cubic feet rate level 
in 1935. In discussing the establish- 
ment of the 1935 rate level, Mr. Dob- 
son testified : 

a They also at the same time 
instituted a hard-hitting, strong-push- 
ing house-heating sales department 

. Gime 

It is well known that the Company 
continued to actively promote house- 
heating sales until the advent of war- 
time restrictions affecting such activi- 
ties. It is also interesting to note that 
the 1935 volume component as calcu- 
lated by Mr. Dobson does not include 
the costs of instituting the aforemen- 
tioned hard-hitting, strong-pushing 
gas house-heating sales department. 
Under these circumstances, to accept 
as valid Mr. Dobson’s calculations, is 
tantamount to an assumption that the 
Company for a period of approximate- 
ly six years continued to actively pro- 
mote gas house-heating business at a 
loss. If there is any basis to support 
such an assumption it is not disclosed 
by the record in this case. 

Further analysis of the calculations 
reflected in Exhibit P-9 and of related 
testimony offered by its sponsor, Mr. 
Dobson, indicates that to a very sub- 
stantial extent the validity of the cal- 
culations are dependent upon the rea- 
sonableness of assumptions employed 
by him in making assignments of costs 


to volume component. In this connec- 
tion, it appears that in several in- 
stances the witness made cost alloca- 
tions to volume component on the 
assumption that the costs varied in di- 
rect proportion to volume of gas pro- 
duced, whereas he admitted on cross- 
examination that the relationship was 
other than a direct proportion. 

[6] It also appears that in some 
instances where only a portion of an 
operating expense account was 
deemed allocable by the witness to 
volume component he, nevertheless, 
assigned the total amount of super- 
visory costs in the account to volume 
component. This is manifestly an im- 
proper treatment, since the super- 
visory costs in question in any alloca- 
tion should obviously follow the al- 
location of the items supervised. 

[7] It further appears that the cal- 
culations in Exhibit P-9 were not 
based upon a thorough study and an- 
alysis to determine the costs which, 
under the circumstances in this case, 
are related to volume of use and the 
extent and character of such relation- 
ship. This was frankly admitted by 
Mr. Dobson on cross-examination 
(pp. 87, 88). 

In view of the foregoing the Board 
finds that the calculations in Exhibit 
P-9 do not provide an adequate basis 
for determining the lowest rate for 
the sale of gas; and, that on the record 
as a whole, the Company has failed 
to convincingly establish or reason- 
ably support its contention that 70 
cents per thousand cubic feet is the 
lowest rate at which gas should be 
sold in this Company’s service area. 

It does appear from the record, that 
rates for house heating and other vol- 
ume sales, here sought to be increased, 
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are in a category which now contribute 
least to operating income. It also ap- 
pears that the margin between average 
production costs and the price at which 
gas is sold to volume users under pres- 
ent rates has been substantially nar- 
rowed in the period from 1935 to 1945. 
The amount by which this margin has 
decreased is approximately 10 cents 
per thousand cubic feet. Hence, un- 
der the circumstances in this case, it 
is the opinion of the Board that there 
appears to be reasonable support in 
the record for lifting the minimum 
rate level from 50 cents per thousand 
cubic feet to only 60 cents per thou- 
sand cubic feet. Such an increase, 
while substantially less than requested 
by the Company, would appear to 
reasonably meet what was termed by 
Mr. Dobson as to the Company’s 
primary objective in filing the rate 
here at issue. 

Q. Would you say that primarily 
the adjustment in rates is to recover 
the increased costs in the large volume 
services ? 

A. That is the sole purpose of the 
Company’s position. (P. 56.) 

[8] The Board does not agree with 
the contention of some of the objectors 
that if the Company be found entitled 
to additional revenues, that such addi- 
tional revenues be spread equally over 
all customers instead of following the 
Company’s proposal which confines in- 
creases largely to volume users. 

This contention does not recognize 
the wide difference in average price 
for gas paid by various classes of users. 
Large volume users for a considerable 
portion of their use of service now pay 
approximately 50 cents per thousand 
cubic feet, which is only slightly more 
than 1945 average production cost of 


49.9 cents per thousand cubic feet. 
However, most of the small customers 
are, under existing rates, paying ap- 
proximately $1.50 per thousand cubic 
feet. 

[9] A further contention advanced 
by the objectors is of particular inter- 
est and is quoted herewith: 

. There is, first, the question 
of justice to the many people who have 
made gas heating installations and 
who would be required to pay much 
higher rates than they had expected 
to pay, and who had been practically 
assured that they would not have to 
pay higher rates in the future. Can 
the Company justly build up a busi- 
ness by promises, and then go back 
on its promises and exact much high- 
er rates?” 

With reference to this point, it 
would appear that the Company could 
hardly have been expected to foresee 
in 1935 the very substantial increase 
in the cost of producing gas that has 
taken place since 1935 when the pres- 
ent rate level was established. In ad- 
dition, it is well known that the price 
of competitive premium heating fuels, 
such as oil, have increased approxi- 
mately 50 per cent since 1935. Dur- 
ing this period gas house-heating cus- 
tomers enjoyed stable heating costs. 
It is evident that customers who se- 
lected gas as a heating fuel prior to 
the war would now be in a substan- 
tially more favorable relative position 
with respect to alternative heating 
fuels, even after giving effect to an 
increase in the minimum rate level 
from 50 cents per thousand cubic feet 
to 60 cents per thousand cubic feet. 

Mr. Alfred E. Freeman, an objec- 
tor who operates a ladies’ undergar- 
ment plant at Belmar and who uses 
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gas for general and heating purposes, 
presented testimony which related to 
alleged service interruptions at his 
plant some five years ago, as well as 
with respect to alleged discrimination 
on the part of the Company in furnish- 
ing service under a special contract to 
a large user in the Dover area at rates 
lower than available to other volume 
users. From the record it would ap- 
pear that the first issue raised by Mr. 
Freeman is not germane to the issues 
involved in this proceeding and, con- 
sequently, will not be dealt with in 
this decision. As to the issue of dis- 
crimination raised by Mr. Freeman, it 
appears that the record does not sup- 
port his contention. As a matter of 
fact, the record discloses that if Mr. 
Freeman’s use of service was billed un- 
der the terms of the aforementioned 
special contract his cost for gas service 
would have been substantially higher. 
In any event, the special contract is no 
longer in effect and, hence, any ques- 
tion as to alleged discriminatory fea- 
tures of its provisions are of no special 
significance at this time. 

The other reason for the filing of 
the proposed rate, heretofore referred 
to generally in the quotation from Mr. 
Dobson’s testimony at page 112 of the 
record, is explained more fully in the 
following excerpt of the Company’s 
statement accompanying its filing: 

“The Company also faces a situa- 
tion with its seasonal and optional 
yearly rates which is unhealthy, in that 
these seasonal and optional yearly rates 
are lower than its general gas rates for 
certain small use customers. The sea- 
sonal and optional yearly rates are 
higher than the general gas rates for 
larger consumptions and yet custom- 
ers will grow in use without requesting 
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or being automatically transferred to 
the lower rate.” (Page 10 of state- 
ment accompanying filing.) 

It would appear from data reflected 
in Exhibits P-11 and P-12 that the 
proposed substitution by the Company 
of a single rate for the six separate 
rates now in effect will correct this 
situation. 

[10] The Board finds that it is not 
unreasonable for the Company to in- 
troduce into its gas rate structure a 
fuel clause which provides for in- 
creases or decreases in the price at 
which gas is sold by an amount equiva- 
lent to changes in fuel costs to the 
Company. Fuel costs represent a very 
substantial portion of total production 
costs. While such a fuel clause af- 
fords the Company protection against 
further increases in the prices of fuels, 
it also provides a vehicle for promptly 
passing on to customers savings re- 
sulting from any decrease in fuel costs. 

[11] In view of the foregoing, the 
Board finds and determines. 

(1) that the existing schedule of 
rates is unjust and unreasonable in 
that it does not provide reasonably 
adequate compensation from large 
volume users and permits unjust and 
unreasonable discrimination as _ be- 
tween certain other users; 

(2) that the proposed schedule of 
rates as filed is unjust and unreason- 
able and approval thereof is hereby de- 
nied; 

(3) that an increase in annual gas 
operating revenues of $141,487 will 
not produce an excessive return. 

Accordingly, the Board orders that 
the Company shall submit for the 
consideration of the Board within 
thirty days from the date hereof of a 
revised schedule of gas rates establish- 
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ing a charge of not more than 60 cents and designed to provide on the basis 
per thousand cubic feet for use in ex- of 1945 sales a revenue increase of 
cess of 10,000 cubic feet per month, not more than $141,487 per annum. 





SOUTH DAKOTA PUBLIC UTILITIES COMMISSION 


Re Northwestern Bell Telephone Company 


Report F-2166 
December 27, 1946 


PPLICATION of telephone company for authority to adjust 
A rates and charges for telephone exchange services with- 
in the state; granted. 


= 


Service, § 47 — Duty of Commission. 
1. The Commission must see that reasonable, adequate, and efficient tele- 
phone service is furnished, having in mind conditions existing at the time, 
p. 145. 

Service, § 117 — Duty to serve — Telephone company. 
2. A telephone utility has the legal obligation, within the limits of its finan- 
cial ability, to furnish adequate, dependable, and efficient service to the 
people of the state, p. 145. 


Rates, § 538 — Telephone — Statewide grouping. 
3. Rates of a telephone company, based upon a statewide grouping method 
whereby cities and towns having similar service characteristics are placed 
in the same service and rate category, are fair, just, reasonable, and non- 
discriminatory, both from the standpoint of services available and used and 
the cost of service per station, p. 146. 


Return, § 111 — Telephone company. 
4. A return of 2.12 per cent on average investment in telephone plant and 
working capital, or 3.21 per cent if the entire depreciation reserve balance 
be deducted, falls considerably below the fair and reasonable rate of return 
allowable, p. 146. 


Rates, § 538 — Telephone — Statewide grouping basis. 
Description by South Dakota Commission of the statewide grouping basis 
of rate regulation, p. 146. 


Rates, § 538 — Telephones — Statewide basis. 
Rate schedules for integrated statewide telephone company, as approved 
by South Dakota Commission, showing exchange classifications and charges 
for such items as service connection, extensions, moves and changes, joint 
use, and supplemental services, p. 150. 
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RE NORTHWESTERN BELL TELEPHONE CO. 


Rates, 566 — Telephones — Transient hotels — PBX systems. 
Rate schedule of telephone company for transient hotel and PBX systems 
as approved by South Dakota Commission, p. 151. 


Rates, § 309 — Special telephone charges — Moves and changes. 


Schedule of charges for moves and changes and other services of telephone 
company as approved by South Dakota Commission, p. 151. 


APPEARANCES: W. R. Johnson and 
H. L. Frentress, both of Omaha, Ne- 
braska, appearing for the Northwest- 
ern Bell Telephone Company ; William 
Williamson, Assistant Attorney Gen- 
eral, J. H. Hamilton, Engineer, and 
J. N. Peller, Statistician, all of Pierre, 
South Dakota, appearing for the Pub- 
lic Utilities Commission. 


By the Commission : In June, 1946, 
the Northwestern Bell Telephone 
Company, petitioner herein, by its rep- 
resentatives W. R. Johnson, vice pres- 
ident and general manager, and H. L. 
Frentress, general commercial mana- 
ger, held a conference with this Com- 
mission at its offices in the state capi- 
tol, to review and point out the effect 
upon petitioner’s operations in South 
Dakota of the increasing demands of 
the public for additional telephone 
service, and improvements therein, 
due to the recent sharp increase in 
petitioner’s expenses brought about by 
mounting costs of labor, materials, 
and supplies used in the maintenance 
of petitioner’s plant, providing addi- 
tions, and in rendering public services. 
It was alleged by these representatives 
that the petitioner could not meet the 
problems arising from these conditions 
by a mere upward adjustment of its 
present rates and charges for service, 
and suggested a statewide basis for 
the adjustment of rates wherein the 
company’s total telephone operations, 
both exchange and intrastate toll, 
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would be considered as a unit for the 
purposes of rate regulation. They 
claimed that this would result in a 
better balance of the rate schedules 
among telephone exchanges and re- 
sult in the maximum telephone de- 
velopment throughout the state. These 
suggestions were taken under advise- 
ment by the Commission and it di- 
rected its technical staff to make a 
study of the proposals submitted, and 
indicated that when these had been 
completed further conferences might 
be held. 

Thereafter, other conferences were 
held by these representatives and the 
Commission during which times the 
service problems and financial status 
of petitioner, under current rates, 
charges, and level of operations were 
further explored and analyzed. Pre- 
liminary studies by the Commission 
and its staff indicated that additional 
revenues would have to be provided 
if petitioner’s financial integrity were 
to be protected. The Commission 
then advised such representatives that 
before any action would be taken with 
respect to the matters discussed, a 
formal application would have to be 
filed by the petitioner setting forth in 
detail its financial status and contain- 
ing certain other information desired 
by the Commission. In compliance 
with this request, the petitioner on 
December 12, 1946, filed its applica- 
tion, containing the information re- 
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quested, for authority to adjust its 
rates and charges for telephone ex- 
change service furnished by it within 
this state. 

From these conferences, from ex- 
tensive accounting records of peti- 
tioner filed in the Commission’s office 
both during and prior to the year 
1946, from studies and exhibits made 
by its engineer, and from information 
supplied by the present verified appli- 
cation, checked and confirmed by its 
statistician and engineer, the Commis- 
sion arrives at the following 


Findings of Fact and Conclusions: 


1. The petitioner, Northwestern 
Bell Telephone Company, hereinafter 
called the Northwestern Company is 
an Iowa corporation duly authorized 
and qualified to do business in South 
Dakota and is operating an integrated 
statewide telephone system in South 
Dakota consisting of both local ex- 
changes and long-distance lines. It 
has local exchanges in 126 cities, 
towns and localities in this state ren- 
dering local or exchange service 
through 81,894 company-owned tele- 
phones. 

In addition, it furnishes switching 
service for 475 associations and com- 
panies owning 671 rural lines con- 
nected to petitioner’s exchanges and 
serving 8,849 rural customers. 

The petitioner also owns and op- 
erates long-distance lines throughout 
South Dakota over which it furnishes 
long-distance telephone service or toll 
service between its exchanges and be- 
tween its exchanges*and exchanges of 
other telephone companies located in 
this state and has toll connections so 
that all these exchanges can be inter- 
connected to other exchanges in the 


UTILITIES COMMISSION 


United States and in foreign coun- 
tries. 

Long-distance telephone and ex- 
change service is furnished by peti- 
tioner throughout the state under the 
rates, rules, and regulations filed with 
and approved by this Commission. 

2. The books and records of peti- 
tioner from the years 1913 to 1935 
have been kept in accordance with the 
Rules and Regulations of the Inter- 
state Commerce Commission and at 
all times since 1935 have been kept in 
accordance with the Accounting Rules 
and Regulations prescribed for tele- 
phone companies by the Federal Com- 
munications Commission. 

3. Following the cessation of hos- 
tilities in August, 1945, there was and 
still is, throughout the entire state an 
unprecedented increase in demands 
upon petitioner for additional tele- 
phone service of all kinds; business 
service, residence service, rural serv- 
ice, and long-distance service. 

The extent of the increased de- 
mands for service upon petitioner is 
best illustrated by comparing the pe- 
riod January 1, 1945, through Octo- 
ber 31, 1946, with the war period im- 
mediately preceding. The number of 
petitioner’s telephones increased from 
69,745 on January 1, 1945, to 81,894 
on October 31, 1946, or an average 
monthly gain of 552 telephones. The 
average monthly gain for this period 
is almost five times the average 
monthly gain in telephones experi- 
enced by petitioner for the preceding 
years of 1942 to 1944, inclusive. 


In spite of these large gains in tele- 
phones there are now on file with pe- 
titioner, 2,143 orders for service which 
have not yet been filled from persons 
who are entirely without any telephone 
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RE NORTHWESTERN BELL TELEPHONE CO. 


service, including 1,286 for rural serv- 
ice, due to petitioner’s lack of facili- 
ties. 

The volume of long-distance busi- 
ness in South Dakota has also in- 
creased considerably the last few 
years. The average monthly number 
of toll calls originated in South Da- 
kota and using petitioner’s toll lines 
for the period April through Septem- 
ber, 1946, namely 341,148, is almost 
two and one-half times the average 
monthly number of toll calls for the 
year 1942. 

As a result of these sharp increases 
in service demands, the petitioner is 
now handling in South Dakota more 
business, toll and exchange, than at 
any other time in its history. 

4. Although petitioner is now han- 
dling the largest volume of business, 
toll and exchange, in South Dakota, 
in its history, it alleges that its cur- 
rent intrastate operations are failing 
by a substantial amount to even cover 
expenses. This allegation of peti- 
tioner is so unusual in view of peti- 
tioner’s increased volume of business 
that it warrants careful investigation 
by this Commission to determine if 
true and the reasons therefor. If found 
to be true, then the petitioner is en- 
titled to prompt relief to protect its 
financial ability to render adequate and 
efficient telephone service to the peo- 
ple of this state. 


5. From records on file in this Com- 
mission’s office it is shown that peti- 
tioner’s total telephone operations in 
South Dakota consisting of its intra- 
state operations, toll and exchange, 
and the portion of its interstate op- 
erations assignable to this state re- 
sulted in an average return of only .96 
per cent on petitioner’s average invest- 


ment in telephone plant and working 
capital devoted to the rendition of 
these services for the years 1942, 
1943, and 1944. Approximately this 
rate of return for the three years 
named is indicated in the studies made 
by the Commission’s staff. 

6. For the year 1945 the following 
gives the details of petitioner’s total 
intrastate operations, toll and ex- 
change, in the state of South Dakota 
showing its average investment in 
telephone plant and working capital, 
operating revenues, operating ex- 
penses, taxes, net income, and the re- 
sulting rate of return on its average 
investment in telephone plant and 
working capital. 


1945 
Total Intrastate Telephone Operations 
in South Dakota 


Average Investment in Telephone 
Plant and Working Capital .... $12,688,573 


Operating Revenues ............ 3,295,692 
Operating Expenses ............ 2,879,841 
MM 65665564644546400804000608 290,296 
BE PN 2s cennainesnacteure 125,555 
Rate of Return on Average In- 

vestment in Telephone Plant 

and Working Capital ......... .99% 


7. In 1946 there were sharp in- 
creases in the level of petitioner’s ex- 
penses. The greater portion of these 
increases in expenses resulted from 
wage increases of about 21 per cent 
granted to petitioner’s employees in 
February, 1946, as a result of collec- 
tive bargaining by petitioner with the 
union representing its employees and 
in line with the national policy and 
wage trends of the time. This wage 
increase was in addition to previous 
wage increases granted by petitioner 
in each of the years 1942 to 1945, in- 
clusive. The 1946 wage increases 
were not fully effective in petitioner’s 
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expense accounts until the beginning 
of the second quarter of 1946. 

Petitioner’s payroll expenses were 
further increased in 1946 over 1945 
by an additional number of employees 
required to handle the increased busi- 
ness. The average number of em- 
ployees for the months April through 
September, 1946, inclusive, located in 
South Dakota was 1,344 as compared 
with an average number of 1,115 for 
the year 1945, an increase of 229 em- 
ployees or an increase in its employee 
force of about 20 per cent. 

Analysis of petitioner’s expense 
accounts shows that its payroll costs 
constitute approximately 67 per cent 
of its total operating expenses under 
present day conditions and are there- 
fore the most important factor in its 
costs of doing business. In 1941, the 
year prior to the war, petitioner’s pay- 
roll expenses to its total expenses was 
only 55 per cent showing the increased 
impact of payroll expense on peti- 
tioner’s operations. 

8. Since the increase in petitioner’s 
wage levels above referred to were re- 
flected in its expense accounts for the 
first time beginning with the second 
quarter 1946, the current level of its 
operations for comparative purposes 
can be determined only by taking peti- 
tioner’s operating results for the 
months of April through September, 
1946, and raising them to an annual 
basis. When this is done it is found 
that petitioner’s current increase in 
total operating expenses on an annual 
basis including the increased wage 
level, the increased number of em- 
ployees, and other expenses are $792,- 
995 more than for 1945 while its cur- 
rent operating tevenues on an annual 


basis increased over 1945 only $608,- 
894. 

As a consequence of the current in- 
creases in expenses over revenues pe- 
titioner’s total intrastate telephone op- 
erations, toll and exchange, in South 
Dakota, on an annual basis, are result- 
ing in an actual deficit of $58,546. 
The tabulation of petitioner’s current 
intrastate telephone operations in 
South Dakota raised to an annual ba- 
sis is shown below as follows: 


Current Level of Operations—1946 
(2nd and 3rd Qtrs. 1946 Raised to an 
Annual Basis) 

Total Intrastate Telephone Operations 
in South Dakota 


Average Investment in Telephone 
Plant and Working Capital ... $13,209,132 


Operating Revenues ..........-. 3,904,586 
Operating Expenses ............ 3,704,309 
TEE ccetdaweuneutcansdaouuans 258,823 
Net Tmcome ...c0cccecs (Deficit) 58,546 


Rate of Return on Average In- 

vestment in Telephone Plant 

and Working Capital (Deficit) 44% 

9. The large increase in demands 
for telephone service the past few 
years has resulted in petitioner being 
forced to use its facilities far beyond 
their designed capacity and this has 
impaired the flexibility of its service. 
Petitioner alleges it has been handi- 
capped in providing additional tele- 
phone plant to meet this demand, first 
by the restrictions on construction by 
the government during the war and 
since the war by the present scarcity 
of available materials and supplies nec- 
essary for plant additions. 

The.Commission is aware that many 
subscribers are not able at present to 
secure from petitioner either the 
amount or type of service they de- 
sire. There has developed a consid- 
erable overcrowding of long-distance 
lines and switchboards which unduly 
delays and at times even prevents com- 
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pletion of calls. The present lack of 
facilities is delaying many rural cus- 
tomers from receiving rural service 
and is delaying the petitioner’s metal- 
licizing program for grounded rural 
lines. Many persons are now unable 
to obtain any telephone service what- 
soever because petitioner at present 
does not yet have the plant facilities 
available to serve them. 

Petitioner has informed this Com- 
mission that it is using every means 
at its disposal to make all plant addi- 
tions possible with the materials and 
supplies available and that there is 
now considerable improvement in the 
quality of telephone service over what 
it was several months ago. Petitioner 
states and this Commission believes, 
however, that there is still much to be 
done in this regard. 

[1,2] 10. It is in the public’s in- 
terest that this state be furnished rea- 
sonable, adequate, and efficient tele- 
phone service and it is the duty of this 
Commission to see that this is accom- 
plished, having in mind the conditions 
existing at the time. This duty is 
reciprocal, and the petitioner as a pub- 
lic utility has the legal obligation with- 
in the limits of its financial ability to 
furnish the people of the state adequate, 
dependable, and efficient telephone 
service. 

It therefore becomes the duty of 
both this Commission and the peti- 
tioner to see that steps are taken to 
remedy the present overcrowding of 
petitioner’s telephone facilities so the 
public can obtain promptly the kind 
and amount of telephone service it de- 
sires and is entitled to. In order to 
accomplish this, it will be necessary 
for petitioner to make large additions 
to its present telephone plant to re- 


[10] 
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store the normal margins in its facili- 
ties and equipment so it may be able 
to give the public the service it de- 
sires without undue delay. 

11. Petitioner alleges that prices 
for the materials and supplies it must 
purchase to make these additions has 
increased as follows since 1939: Tele- 
phones, 15 per cent; switchboards, 43 
per cent; cable, 50 per cent; motor 
equipment, 70 per cent; copper line 
wire, 75 per cent, and poles, 85 per 
cent. These advances in price are con- 
firmed by the Commission’s own stud- 
ies and appear to be climbing. 

Due to these increased prices of ma- 
terials and supplies and increased labor 
costs over those prevailing when the 
present plant was built, it is clear that 
the required future plant additions will 
cost more per unit of plant added and 
replaced than for those of the present 
plant. 

12. In order to make the necessary 
additions to its plant to provide ade- 
quate service to present subscribers 
and meet future demands, petitioner 
must invest additional capital in South 
Dakota for this purpose: Petitioner 
alleges that $1,650,000 will have to be 
spent for gross additions to its plant 
for the year 1946 based upon present 
views and that it will require as large 
or larger sums for construction in 
each of the next several years follow- 
ing. 

13. The current level of petitioner’s 
total intrastate operations, which is 
resulting in a sizable deficit under 
present rates and charges will, if per- 
mitted to continue, jeopardize peti- 
tioner’s financial ability to maintain 
an adequate, efficient service for its 
present subscribers and will prevent it 
from meeting demands for additional 
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service and there is nothing in the 
foreseeable future to indicate that pe- 
titioner’s financial situation will im- 
prove under the present schedule of 
rates and charges. It is this critical 
situation that has brought about the 
necessity for early relief. 

14. Applying petitioner’s current 
level of operations to the rate schedule 
proposed would result in the follow- 
ing: 

Intrastate Operating Income Statement under 

Proposed Schedules of Rates and Charges 
(April-September 1946, on an Annual Basis) 


Average Investment in Telephone 
Plant and Working Capital ... $13,209,132 


Total Operating Revenues ....... 4,410,586 
Total Operating Expenses ...... 3,711,899 
eee 418,762 
Be PND sc nncdaddegacidanewes 279,925 
Per Cent of Net Operating Income 

to Average Investment in Tele- 

phone Plant and Working Capi 

Me céettedcschinnkenenmecones 2.12% 


Even though the resultant rate of 
return be computed by deducting the 
entire depreciation reserve balance 
from petitioner’s book costs of its tele- 
phone plant we find that the rate of re- 
turn is only 3.21 per cent. While this 
is a low rate of return even when com- 
puted on this basis it will afford some 
relief against further financial impair- 
ment of petitioner. 


Discussion of Evidence 


[3,4] As noted previously, peti- 
tioner’s proposed schedule of rates and 
charges for its exchange services in 
South Dakota is developed under what 
is known as the statewide grouping 
basis of rate regulation. This method 


considers the entire exchange tele- 
phone property of an integrated tele- 
phone company in the state as one unit 
for the purposes of regulation regard- 
less of the number or size of exchanges 
involved. The objective of this basis 
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of rate regulation is to establish vari- 
ous levels of exchange rates for dif- 
ferent groups. of exchanges that will 
result in a balanced rate schedule for 
all exchanges and produce in the ag- 
gregate reasonable earnings on the 
company’s total telephone operations 
within the state. The exchanges are 
classified into different groups, depend- 
ing in general on the number of tele- 
phones per exchange. Because in the 
smaller exchanges the telephone service 
is relatively less valuable to the sub- 
scribers, due to the fact that fewer 
people can be reached without paying 
toll, and the practice to assign the low- 
est exchange rates to the group repre- 
senting the smallest exchanges with 
reasonably increased differentials of 
exchange rate levels applied to each 
successive group representing the 
larger exchanges has become almost 
universal. From the standpoint of 
service, this practice is both just and 
reasonable. 

The fact that telephone rates in- 
crease as the size of the exchange be- 
comes larger, might be open to some 
question on account of the usual busi- 
ness experience that the cost per unit 
generally decreases as the quantity 
produced increases. From a practical 
standpoint, it is usually desirable to 
quote exchange charges on a per tele- 
phone basis although in most cases the 
telephone itself is not a true unit of 
service measurement. Ifa unit of serv- 
ice measurement is applied, such as a 
unit covering one message transmitted 
for one mile, the revenue requirement 
per unit of service actually decreases as 
the exchange grows larger. With the 
per telephone basis, the customer in 
the larger exchange actually receives 
more service per dollar when the 
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amount of service is measured in the 
amount of message miles talked. In 
a small exchange the base rate area of 
a town may extend only a mile or so 
in any direction while in the larger ex- 
change the base rate area may cover 
5 or 10 miles in any direction. In 
the larger exchange there are also a 
larger number of customers to be 
reached from the individual telephone 
which tends to increase the value of 
the service. As a telephone exchange 
grows larger the average length of the 
subscribers’ loop increases and the 
equipment necessary for switching the 
calls becomes greater in amount and 
complexity. The number of sub- 
scribers also increases. There is a 
tendency for each customer to place 
more calls due to the fact that there 
are more persons available for con- 
versation with the result that the aver- 
age calling rate is greater in the larger 
exchange. This increase in the num- 
ber of calls increases the cost of han- 
dling the calls and keeping the equip- 
ment in working order. As an 
exchange develops there is an inclina- 
tion to spread out as is evidenced by 
the number of developments around 
each city consisting primarily of a few 
platted blocks in various directions. 
Some of these are frequently quite 
some distance from the saturated set- 
tlement of the town and the amount 
of plant required to reach the territory 
to be served is greater than the aver- 
age when the exchange area was com- 
pact. A higher rate, both from the 
standpoint of services available and 
used and the cost of the service per 
station, is, therefore, justified. 

As before stated and shown by this 
report the Northwestern Bell Tele- 
phone Company during the years 
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1942, 1943, and 1944 earned only .96 
per cent on the undepreciated cost of 
its telephone plant, used and useful, in 
this state, notwithstanding the large 
volume of business transacted. For 
1945 the net income on average in- 
vestment in telephone plant and work- 
ing capital was .99 per cent. The op- 
erating results for 1946 are available 
only for the first nine months, but this 
period is not representative for the en- 
tire year as the last wage increase is 
reflected only for the months of April 
through September. Projecting the 
result for these six months backwards 
for the first quarter and forward for 
the last quarter of 1946, it is found, 
as shown by table entitled, “Current 
Level of Operations—1946,” that a 
substantial deficit is developing for the 
current year. The increases herein 
granted and which have been acqui- 
esced in by the petitioner, without 
prejudice to the filing of a new petition 
for further increases should operating 
results under the schedule of rates 
herein and hereby promulgated prove 
inadequate, fall considerably below 
what our Supreme Court indicated was 
a fair and reasonable rate of return on 
capital invested, less depreciation, in 
Re Northwestern Bell Teleph. Co. 
(1942) — SD —, 46 PUR(NS) 293, 
6 NW2d 165. 

The Commission’s staff has com- 
piled data showing the rates for busi- 
ness and residence telephones in the 
states adjacent to South Dakota. 
These studies show that for a period 
of years the rates in such states for 
cities and towns of comparable size 
and for like statewide groupings of 
cities and towns, based upon the num- 
ber of telephones in each, have in gen- 
eral been considerably higher than in 
66 PUR(NS) 
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this state, and in some instances, as, 
for illustration, in Montana consid- 
erably higher than the rates provided 
for herein. 

Since this is the first time petitioner 
has proposed that the establishment 
and regulation of its rates for tele- 
phone service in South Dakota be on 
the statewide grouping basis, we have 
given the proposed adoption of that 
method considerable thought and in- 
vestigation. 

Telephone service first started in the 
pioneer stage of this state’s develop- 
ment when each community was more 
or less an isolated self-contained eco- 
nomic and social unit. This fact, to- 
gether with the sparse development of 
toll lines between cities and towns, 
first led to a consideration of telephone 
service and rates on an individual ex- 
change basis. As the economic growth 
of the state progressed its communi- 
ties became more and more interde- 
pendent both for business and social 
purposes and telephone service has had 
an important part in this development. 
Today there is an increasing amount 
of social and commercial transactions 
by telephone communication between 
different communities because it is a 
speedy and economical method of han- 
dling these affairs. 

We think it significant that the leg- 
islature recognized early in the state’s 
development that adequate, efficient 
telephone service was not merely a 
matter of local interest for each com- 
munity but was of statewide concern 
since it placed the supervision of tele- 
phone service, toll, and exchange, un- 
der the jurisdiction of a state Com- 
mission. 

In order that the telephone service 
of the state be most serviceable to the 
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public in the light of modern require- 
ments and habits, it is necessary that 
there be adequate, efficient telephone 
development in all communities, large 
and small, and throughout the rural 
areas. Rates for telephone service 
should therefore be fixed and regulated 
so as to encourage the maximum de- 
velopment throughout the state both as 
to telephone exchanges and the long- 
distance lines interconnecting them. 

The petitioner operates an inte- 
grated interconnected telephone sys- 
tem throughout the state of South Da- 
kota and each of its 126 exchanges is 
an integral part thereof. From the 
standpoint of the petitioner, it is nec- 
essary that rates be sufficient in the 
aggregate to cover the over-all state- 
wide cost of the service, including re- 
turn on investment, and from the 
standpoint of the public it is necessary 
that the rates be no more than the 
service is reasonably worth. 

The foregoing considerations would 
appear to make it desirable in the pub- 
lic interest to establish a statewide 
system of telephone rates and charges 
based upon proper exchange group- 
ings classified with reference to serv- 
ices available to each subscriber. State 
Commissions that have had occasion 
to study the respective merits of fixing 
rates by exchanges or on a statewide 
basis have quite generally adopted the 
latter method. It is vastly simpler, 
less time consuming and expensive, 
fairer, and in the end costs the sub- 
scriber less on the average. The rea- 
soning upon which these decisions 
rest is perhaps as well stated by the 
Oregon Public Service Commission in 
Re Pacific Teleph. & Teleg. Co. re- 
ported ni PUR1922C 248, 272, as in 
any other case that has come to the 
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Commission’s attention. 
Commission said: 

“While other petitioners claim that 
Oregon is merely an outlying part of 
a national system, and, being in a 
backward state of civilization, should 
not be expected to pay its way, As- 
toria goes to the opposite extreme and 
contends that its own rates should be 
fixed on a strictly local basis. 

“Tt has always been the position of 
the Commission that in telephone 
rates, the state should be treated as a 
unit. The various communities of the 
state are much more closely knit to- 
gether by common interests than are 
the states of the union. The value to 
all telephone users of extension of 
service to many small communities, 
where the local expenses are neces- 
sarily greater than the local earnings, 
is so great that it is just and right 
that the state system be considered as 
a whole, such rates being fixed as will 
meet the entire cost, and the charges 
so distributed that uniform rates will 
prevail in exchanges of approximate- 
ly the same size and development. 
This principle is approved and recom- 
mended to the state Commissions by 
the National Association of Railway 
and Utilities Commissioners in a re- 
port which we quote in part: 


The Oregon 


“Tt is interesting to note the 
method pursued by the Colorado Com- 
mission in establishing telephone 
rates, based upon the theory that 
statewide service must be furnished 
and rates established which should 
enable reasonably good service to be 
furnished to all parts of the state, 
which, of necessity, involved the fixing 
of rates in large cities on a basis suf- 
ficient to cover cost of operation, de- 
preciation and reasonable return, and 


RE NORTHWESTERN BELL TELEPHONE CO. 


149 


at the same time encourage the de- 
velopment and use of the telephone in 
rural districts.’ ” 

In dealing with this question the 
Montana Public Service Commission 
said : 

“In Re Rates for Telephone Serv- 
ice in Havre (1922) Informal Docket 
No. 1548, 15 MUR 503, 504: ‘It is 
impossible to isolate any particular 
telephone exchange, and on the basis 
of such local segregation, prescribe 
reasonable rates for the service ren- 
dered. In order to avoid discrimina- 
tion in the prescription of reasonable 
telephone rates, some standard theory 
must be adopted in the treatment of 
the problem, and to date this Commis- 
sion, in conformity with the decision 
of the Interstate Commerce Commis- 
sion and of the leading Public Serv- 
ice Commissions of the country who 
have had occasion to make a diligent 
study of the problem, has determined 
that the statewide basis of making 
telephone rates is the only feasible and 
sensible basis to proceed upon.’ ”’ 

Statewide fixation of rates has also 
been approved in a long series of court 
opinions, but a review of them here 
would extend this report unduly. 

The existing rate structure of the 
petitioner, based as it is upon 126 sep- 
arate exchanges in this state, contains 
many disparities in rates for com- 
parable service as between similar 
communities. After a study of various 
rate combinations as developed in ex- 
hibit form by its engineer, and upon 
the record, files, and data before it, 
the Commission concludes and finds 
that the schedule of rates and charges 
set out in Exhibit A and containing 
13 sheets, hereto attached and made 
a part hereof, based upon a statewide 
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grouping method whereby cities and 
towns having similar service charac- 
teristics are placed in the same serv- 
ice and rate category, are fair, just, 
reasonable, and nondiscriminatory for 
all exchanges in this state, and should 
for that reason be and become effective 
for the future as set forth in the ac- 


companying Order. The Commission 
further concludes and finds that such 
rates and charges represent the min- 
imum necessary and indispensable to 
the maintenance of an adequate tele- 
phone service for the people of this 
state. 


ExuHrsit A 


PROPOSED RATE SCHEDULE 


SOUTH 


DAKOTA 


Exchange Classifications According to Total Main Stations, Including 
Rural and Service Stations 


Total Business Residence Rural 
Group Main Sta.* Ipty. 2pty. lpty. 2pty. 4pty. Grd. Met. 
ecm waaenaene wa 0- 200 3.75 3.25 2.25 2.00 — 1.50 2.00 
at -ceuceinendees 201- 500 4.25 3.50 2.50 2.25 2.00 1.50 2.00 
| destunsnedadiie 501- 1,000 4.75 4.00 2.75 2.50 2.25 1.50 2.00 
eee 1,001- 2,000 5.25 4.50 3.00 2.75 2.50 1.50 2.00 
i sstewswedocean 2,001- 5,000 5.75 5.00 3.00 2.75 2.50 1.50 2.00 
 sceasudneneces 5,001-10,000 6.25 5.50 3.25 2.75 2.50 1.50 2.00 
i stcccceesneced 10,001-20,000 6.75 6.00 3.25 2.75 2.50 1.50 2.00 





*As of 10-1-46. 


Note 1. 

Where exchanges have a common 
service area with one or more other 
exchanges, whereby subscribers in 
each exchange may call the other ex- 
change or exchanges without the pay- 
ment of a toll charge or an optional 
higher “extended service” monthly 
rate, such exchanges should ordinar- 
ily be classified in the rate group as 
determined by the total number of 
main stations of all exchanges in such 
a common service area. 


Where the exchanges are of a com- 
parable size in the total number of 
main stations, both exchanges are 
placed in the next higher rate group 
above the basic group into which the 
smaller exchange would be placed ac- 
cording to its total number of main 
stations. 


Proposed exceptions to the above 
principles are listed herein, based on 


consideration of the present levels of 
rates, and the undesirability of further 
increases at this time than are being 
proposed herein. Where one ex- 
change is over 50 per cent larger than 
the other, the smaller exchange only 
is placed in the next higher rate 
group. 

Note 2. 

All rates shown herein are net 
rates: the prompt payment discount 
plan is herewith to be eliminated. 

Note 3. 

Existing higher monthly differential 
charges for desk or hand set types of 
instruments are herewith to be elim- 
inated. 

Note 4. 

Existing and effective rates not 
herein designated for revision shall re- 
main unchanged. 

[Lists of exchanges in each group 
omitted. ] 
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Exurisit A 
ServicE CONNECTION CHARGES 


1. Main Stations 
Stations Not in Place Stations in Place 


Exchanges Town Town 
Bus. Res. Rural Bus. Res. Rural 
Group I $5.00 4.00 3.00 $2.50 2.00 1.00 


Sioux Falls 
Group II $4.00 3.50 2.50 $2.00 1.75 1.00 
Aberdeen 
Huron 
Mitchell 
Rapid City 
Watertown 
Group III $3.00 2.50 2.00* $1.50 1.50 1.00 
* Present S.C.C. applies to Canton and 
Hudson. 


2. Extension Stations 
Where station is not in place, 


Business or Residence, Town ...... $1.50 
Es ee acre ae 1.00 
3. Private Branch Exchange Stations, 
EE We ED, Sid-onidnnenensecakacaeus 
Toll Stations 
Rate Per 
Month 
Private Toll! Stations, including 3 mile 
CE - ns kacduiabacd a neaanendas ; 
Each additional 2 mile of circuit ..... rf 
Multi-Party Toll Station, Individual 
DE ins cmekddveedobehbaceion<ss 


Multi-Party Toll Station, Multiparty 2.75 
TRANSIENT Hotet Ciass B ann C PBX 


SYSTEMS 
At Aberdeen, Huron, Madison, Mitchell, 


Pierre, and Watertown 


*Message guaranty per station, 


>, 5 Messages 
PBX Station rate where hotel 
OWNS WITINE ........ccccces $.50 per mo. 


Local Message Commissions 
Option A (local a 5¢ each) 


Commission ....... 015 per message 
Option B (local messages 10¢ each) 
Commission ......... .06 per message 


Toll Message Commissions 
15% not to exceed '10¢ on each message. 


* This guaranty to be eliminated when dial 
office message registers are available for bill- 
ing actual local messages. 

Deadwood 6-party business rate 
and service offering to be canceled. 
There are no subscribers to this serv- 
ice, 

Deadwood residence 6-party rate 
and service to be removed from service 
offering within the base rate area, 
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where there are no present subscrib- 
ers, and made available only outside 
the base rate area, plus mileage 
charges applicable to 4-party service. 
Special multiparty line service rates 
to certain rural communities outside 
base rate areas now offered in certain 
local exchange tariffs are to be con- 
tinued without change except that the 
minimum rate for metallic residence 
service will be $2 and for metallic busi- 
ness service $2.50. 
Move AND CHANGE CHARGES 
1. Move of telephone main station 


Bus. Res. Rur. 

Shoe Palle ccccccccess $2.50 $2.00 $1.00 
Aberdeen, Huron, 

Mitchell, Rapid City 

and Watertown ..... 2.00 1.75 1.00 
All other exchanges... 1.50 1.50 1.00 
Move of an extension or private 

branch exchange Station, Business 

and Residence (town) ........... 1.50 
PE. -dncibcsthanensccoeLGcewaeene 1.00 


2. Change in type or style of telephone 
SO ne err rrr rs 


Service in Special Rate Area bordering Lake 
Kampeska—Watertown, S. D. 


Business Residence 
Four-party service 


i ee $13.50 $8.25 

Subsequent months ..... 4.50 2.75 
Eight-party service 

PH WOME i cccvsscices $8.50 $5.00 

Subsequent months ..... 2.50 2.00 


Service in Special Rate Area bordering Lake 
Mitchell—Mitchell, S. D. 


Business 
6 Months 
Monthly Seasonal 


$6.75 
5.25 


Individual Line Continuous 
Four-party Line Continuous 


Four-Party $30.00 


Residence 
6 Months 
Monthly Seasonal 


$3.50 
3.00 


Individual Line Continuous 
Four-party Line Continuous 


Four-Party $25.00 


Semi-Puslic TELEPHONE SERVICE 

Semi-Public Telephone Service guarantee for 
local messages originated at the Semi-Public 
Telephone 
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Where the fiat rate for 
Business Individual Line The daily Average 


Service is: Guarantee is: 
DE wnschceneeeuses $.10 
mn stisesssaewedes ll 
eee 12 
Coe OF OSD encccace 13 
_, eee 14 
BN sank eid anid 15 
per 16 
OL ff +. a 17 
| ase 18 
DE stiteridnatenes 19 
GOP OP GIS ccccccecs .20 
fg & eas 21 


Rural Grounded Service 

All rural grounded service at rates 
above $1.50 will remain unchanged, 
in view of future metallicizing plans. 


Cancellation of General Exchange 
Tariff “A” 

The General Exchange Tariff “A”, 
which is at present effective in certain 
exchanges, is to be canceled in its 
entirety, and the General Exchange 
Tariff will apply in all exchanges, with 
rates adjusted as outlined herein. 

Section 21, Wiring Plans, of the 
General Exchange Tariff is canceled 
and Key Telephone System Rates, as 
outlined herein, will apply. 


Enlarged Sioux Falls Base Rate Area 

Attached Exhibit A Sheet 8 is a 
proposed Second Revised Base Rate 
Area tariff map for the Sioux Falls 
exchange, which expands the present 
base rate area, to become effective on 
the same billing date as the Sioux 
Falls main station rates will be in- 
creased. [Map omitted.] 


SOUTH DAKOTA 
Proposed Rates for Supplemental Services 
Rate 
Service Item Per Month 
Regular Additional Directory Listing. $.30 
Alternate Directory Listing ......... 30 
Business Extension Stations: 
Exchanges having individual line 


business rate of $5.00 or more.... 1.50 
Exchanges having individual line 
business rate of less than $5.00.... 1.25 
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Residence Extension Stations ........ 1.00 
Inward Private Branch Exchange 
WED WWenbuetinesonsaeeiien Bus. Ind. 
Line Rate 
Inward Lines Associated with Busi- 
ness Individual Line Service .. 75% ¢ the 
s. Ind. 
Note: If the computed rate Line Rate 
is 124 cents more than computed 
such multiple, the next to nearest 
higher multiple is used. multiple of 
25 cents. 


Joint User Service: 
Where the individual line business 
rate per month is $6.00 or more .. $2.50 
more than $4.00 but less than $6.00 2.00 
ff ¢ Ae 1.25 
Extra Exchange Line Mileage 
Charges: 
Individual line or PBX trunk line 
per airline eighth mile or fraction, 
ee 35 
Two-party line, per eighth airline 
mile or fraction, per month, each 
WE SII i bidcusvicecsecssiva 25 
Four-party line, per eighth airline 
mile or fraction, per month, each 
I vices cu nccn ceenshaes .20 


Extension Station Mileage: 

Extension station located more than 
150 feet from building housing 
main station, per airline quarter 
fe. rarer 75 

Extension station located not more 
than 150 feet from building hous- 
Pree 30 


PBX Station Mileage: 
PBX station located more than 150 
feet from the building housing the 
switchboard, per airline quarter 
mile or fraction thereof .......... 75 
PBX station located not more than 
150 feet from the building housing 
the switttthoard ....ccccccccccces .30 
Separate Signal Control Equipment .. 1.00 
Commercial Power Operated: 


Outdoor SS OE cc ncndtersnaxe 60 
SS eee 1.00 
Indoor electric horn .......cccccces ao 
EE ee eee 60 
° oS eee 35 
” PEE GE. ndccsdcscceses 30 
2 musical tone signal ......... 35 
Low voltage operated, indoor 
Ee ee naseaeuue .20 
cp OOS SO =e ree ee .20 
OS a 35 
Lamp Unit, Beehive Type: 
DS. tine benecunenidmade 25 
5. 8 eee ee 35 
IE BND io dnc canncucesensecees 50 
Lamp Unit, Non-Flush: 
EE deacnduwessswinpickon 50 
SE EE sn caccautseewsenabacen 60 
Lamp Unit, Flush: 
PE EE co citdctivennatennen 50 
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RE NORTHWESTERN BELL TELEPHONE CO. 





Commercial Power Signals with Self RIE atk ee hed in he nuh wee 15.50 
Contained Signal Control Equip- Coe Ce PU cc cncustacces 35.00 
ment: Additional multiple jacks, per strip 

Outdoor 10-inch bell .............. — fe ee one 
2 GUE WED oc cccvccecses 2.50 Class ‘ E Mechanical Apparatus 
Indoor ten-inch bell ............0.- 1.40 Cord Systems 
™ OE TONE co cccvccssesecs 1.40 CL svgicebataiscaanamenh 3.00 
- Xylophone bar signals, 980, 2 en 3.00 
490 or 245 cycle .......... 1.80 Selector Connectors ........... 3.00 

ee ere 30 Dial Station Terminals ........ 50 

EE rer renee .30 Tie Line Terminals ........... 3.50 

Line Lamp Indicator, per appearance .. 35 Common Equipment ........... None 

Busy Test Subscribers’ Sets .......... 1.00 Cordless Systems 

Explosive Atmosphere Equipment: Selector Connectors .3........... 3.00 

Telephones, in addition to regular Trunk Equipments .............. 3.00 
ee ee rere rrr 5.00 Key Station Systems 
Signal control equipment .......... 2.00 Station Lines Trunks 
8- or 10-inch bells indoor .......... 2.00 8 or less fs eer $20.00 
8- or 10-inch bells outdoor ......... 2.75 9-15 OE Oe cbvetcancs 25.00 
ON are No Add’n Che. 16-20 Oe ME iccckaexee 30.00 
Impaired Hearing Sets .............. Tieline Terminals 
Equipped with close talking trans- Either to select or be selected .... 2.50 
mitter, in addition to charge for Both to select or be selected ...... 3.50 
impaired hearing set ............. 1.25 Manual Switching Equipment per Posi- 
Equipped with distant talking trans- tion 
mitter, in addition to charge for Cord Systems, non-multiple ....... 25.00 
impaired hearing set ............. 1.50 rr 35.00 
Loud Speaker Sets Cordless Systems, 10 trunk capacity 9.00 
EE ceincepceunbhcnssasaden 3.00 4 trunk capacity 12.00 
ES EE SRE PT ES a ac ckn cence atone ee 13 times ind. 

CN. SHI -65dcacencinvenedewes .60 OME, iitxing al cede EGe ee Line bus. 

Operators’ set furnished in lieu of rate com- 
standard set, in addition to rate puted to 
for set replaced: nearest 

i Orne 60 mult. of 25¢ 

Key equipment with holding feature 80 PBX Stations 

Key equipment without holding ..... .60 Class A, B and C (Except Sioux 
| a ire 30 | a re eee 1.50 
Protective connection equipment for Class E, Cord and Cordless ........ 1.50 

SO OREIIUE so kcccacxccccscsee 1.25 Key Station Systems 

I ME ivccxndvaverscesccs .20 Oe eT rr 2.00 

Single Headband Receiver ........... .20 NE CE ons s cccssoseccencs 1.50 

Double Headband Receiver .......... 40 OS fo eee 1.75 

Receiver Transfer Key ...........00 .20 ee ae ree .60 

Listening-in Key with Cutoff Feature.. 50 Signal Control Equipment for Line 

Listening-in Key without Cutoff Fea- er rrr 30 

DE. 2<keund ceeeeadsseanesccwmanins 30 Station and Trunk Line Indicators 

Telephones in Waterproof Cabinets, in One lamp, beehive type .......... 30 

addition to regular rate for class of Two lamps, beehive type ........ 50 
EIEN MIE So bnicavescsccuscan 1.25 Three lamps, nonflush ........... .60 
Transmitter Cutout Switches Three lamps, flush type .......... .60 
CN tu cc ceeds heed es paaes .30 Three lamps, beehive type ........ 75 
PU pcb ddineclawenes caccieeta 60 Four lamps, nonflush ............ Pr 
I bccn ccnsawkoudncdeeas .30 Three lamps, nonflush where 
PBX Switching Apparatus equipment permits ............. 30 
Class A, Including Operators’ Set, Battery and Power 
total lines (tie, trunk and station) Class E, Cord Systems ...:........ 40.00 
Fe YF 2. ere 5.00 Cordless Systems ........ 25.00 
“PAAR ee eerie 7.00 Special night, Sunday and holiday serv- 
Class B, Number of lines in use Oe ere 1.00 
(total trunk, tie and station) osc cnc cnasekeadcaaed wesevees 3.00 
PG SED vviweniuvunsecdinwdakdaee 6.00 If more than one building is involved, 
DE SD Kbteneetckdecnadeenaanaeent 7.25 mileage charges apply between 
BEE: chidticnnacts+e<ebecaweadoun 8.50 buildings, per + airline mile or 
SS eae ees 9.75 fraction thereof ..........+.++++. 75 
DME atc censteescusaaecenaers 11.00 Stations in sleeping and patients rooms 
i: <4 cite chupeaatekesdan ene ee 12.25 of clubs and hospitals— 
DEED -cchvksusnessescseuaeennnes 13.50 Class B and C PBX systems ....... 75 
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Stations in Transient Hotels— 

Class B and C PBX systems ....... .60 
Conference Equipment 

Manual cord switchboard systems 


eee eee 4.25 
EEE icvdenctsndvetnaonnteue 4.75 
Additional appearance in the mul- 
_ ee eee ee 
Dial Systems, Cord and Cordless 
Five station equipment ......... 75 
Ten station equipment ........... 6.00 
6 8 ere Withdrawn 
Key Type Station Equipments 
Switching Equipment and Power 
Plant 
oN Ee $8.50 
TWO*MG COURERG occccscccccicce 11.00 
Stations 
Key Station, in addition to regular 
PE MED, cin aceudncdvaanenanees 
Multiple Line Equipment Installation 
Key Boxes or Move 
Charge 
Three-line single sided .. 3.00 2.00 
Three-line double sided .. 3.00 2.50 
Six-line single sided .... 5.00 2.75 
Six-line double sided .... 5.00 3.25 
Line Equipment, per line .......... 1.50 


Key Telephone Systems 


Pickup, per telephone, per line ..... 25 
Holding, per line equipped ......... ae 
Holding, per telephone equipped .... 30 
Intercommunication, per intercom- 
a er .90 
One-way or two-way automatic 
signalling unit in addition to 
charge for audible signal ....... ao 
Cutoff, Manual and Automatic Restoral 
of a Telephone, Bell or Listening 
Receiver, per telephone equipped .20 
Exclusion, manual operation ..... .20 
Exclusion, automatic operation ... 90 
Signalling 
Control unit for auxiliary signals, 
Mi SE cccecakcakemesnansienedne 90 
Control unit for busy lamps, per line 75 
Local Signalling 
4 are .20 
NS GUE DUD. ocacescentcicesee .20 
Unit of four pushbuttons ........... 40 
Code and selective signaling unit ... 50 
Telephones having access to intercom- 
municating lines only 
RN ohh ose wants os co eiaiaeen 1.25 
PE nc 0 00 hti00edssensssasenes 1.00 


* Sioux Falls, see Suppl. Local Tariff. 





IOWA STATE COMMERCE COMMISSION 


Re Joseph McEniry, Doing Business As 


Two Siouxs Bus Line 


Docket No. H-3635 
December 9, 1946 


PPLICATION for certificate of convenience to operate as mo- 
l \ tor carrier of passengers and a limited amount of freight; 
granted. 


Certificates of convenience and necessity, § 107 — Motor carrier service — Effect 


of interstate authorization. 


The fact that the Interstate Commerce Commission has granted authority 
to a motor carrier to operate interstate and that an adjoining state has 
granted authority to operate intrastate, while not controlling, is pertinent to 
the matter of granting a certificate for operation over a highway within the 
state for intrastate service along the same route. 


APPEARANCES: 
Attorney at law, Des Moines, 


Stephen Robinson, 
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Joseph McEniry, Owner, Sioux Falls, 
and South Dakota, for the applicant; Mc- 
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RE McENIRY 


Laughlin, Hise, Davis and Hyde, At- 
torneys at law, Des Moines, by Frank 
W. Davis, for the Interstate Transit 
Lines, objector; McLaughlin, Hise, 
Davis and Hyde, Attorneys at law, 
Des Moines, by Frank W. Davis, and 
A. M. Shirley, Assistant to the Gen- 
eral Traffic Manager, Minneapolis, 
Minnesota, for the Northland-Grey- 
hound Lines, objector; Shull & Mar- 
shall, Attorneys at law, Sioux City, 
Iowa, by E. A. Hutchison, for the 
Charter Coach Company, objector. 


By the Commission: On Septem- 
ber 22, 1945, Joseph McEniry, doing 
business as Two Siouxs Bus Line, 
Sioux Falls, South Dakota, filed an 
application for a certificate author- 
izing the operation of a motor carrier 
of passengers and a limited amount of 
freight between Sioux City and the 
Iowa-South Dakota state line near In- 
wood and intermediate points, James, 
Hinton, Wren, Merrill, LeMars, Stru- 
ble, Maurice, Sioux Center, Perkins, 
Rock Valley, and Inwood, except no 
local service between Sioux City and 
the junction of U. S. Highways Nos. 
18 and 75. 

Pursuant to notice the matter was 
heard at Sioux City, Iowa, on January 
17, 1946. 

Written protests were previously 
filed by the Order of Railway Con- 
ductors and the Interstate Transit 
Lines. Appearing at the hearing in 
objection were Interstate Transit 
Lines, Northland-Greyhound Lines 
and Charter Coach Company. 

The distance of the proposed route 
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is about 76 miles. It is intended to 
operate three trips each way daily with 
three 25-passenger busses. 

Both Charter Coach Company and 
Northland-Greyhound Lines operate 
in connection with their other lines, 
local service between Sioux City and 
most of the points to junction of U. S. 
Highways Nos. 18 and 75. 


Thirty-six witnesses from the vari- 
ous communities appeared at the hear- 
ing in behalf of the applicant. Also 
filed was a petition signed by fourteen 
members of the Rock Valley Women’s 
Club; a letter from a doctor from that 
place; and subsequent to hearing two 
letters from Merrill, all of which ex- 
pressed a desire to have this service 
established. 

While it is not controlling, but what 
we believe to be pertinent to the mat- 
ter, is the fact that the Interstate Com- 
merce Commission has granted au- 
thority to the applicant to operate in- 
terstate over this line and also the state 
of South Dakota has granted au- 
thority to operate intrastate in that 
state over a proposed line of the appli- 
cant, Inwood, Iowa, to Sioux Falls, 
South Dakota. 

We have carefully reviewed the 
record and all the matters, facts and 
things here and find the applicant fit 
and able financially and otherwise to 
engage in the undertaking; and that 
the service as proposed will promote 
the public convenience and necessity. 

It is, therefore, ordered that a cer- 
tificate in accordance with the findings 
herein be issued. 
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WISCONSIN PUBLIC SERVICE COMMISSION 


Re City of Stoughton 


2-U-2193 
October 30, 1946 


PPLICATION by municipal water plant for authority to increase 
water softening rates; proposed rates disallowed and new 
rates prescribed. 


Return, § 100 — Municipal water plant — Water softening service. 
Proposed rates for municipal plant water softening service were disallowed 
where they would yield a return of 27.7 per cent, but rates yielding a return 
of more than 5 per cent were authorized. 


Public utilities, § 64 — Status of water softening service. 
Statement, in dissenting opinion, that the mere fact that water softening 
service happens to be furnished by a public water utility does not convert 
it from a private merchandising enterprise into a public utility service, and 
that, therefore, an application by a municipal water plant for authority to 
increase water softening rates should be dismissed for want of jurisdiction, 
p. 157. 


(Bryan, Commissioner, dissents.) 


By the Commission: The city of A notice of investigation and hearing 





Stoughton, Dane county, as a water 
public utility, on June 18, 1946, filed 
an application with the Commission 
for authority to increase its minimum 
quarterly charge for water softening 
service to urban customers from $3 to 
$6 and for suburban customers from 
$3.75 to $7.50 (including three re- 
generations) and to increase the 
charge for each additional regenera- 
tion during a quarter from 50 cents 
to $1 for urban customers and from 
62.5 cents to $1.25 for suburban cus- 
tomers. The Federal Office of Price 
Administration was served with a no- 
tice of the application and of appli- 
cant’s consent to the timely interven- 
tion of such agency in this proceeding. 


was issued on June 24th. 


APPEARANCES: C. A. Dahle, Su- 
perintendent, Stoughton Water and 
Light Department, for applicant; 
W. H. Evans, rates and research de- 
partment, of the Commission staff. 

The applicant renders individual 
water softening service to 135 urban 
customers, all of whom reside within 
the city limits. Of these customers, 
11 regularly receive extra regenera- 
tions, while a few other customers 
occasionally require additional regen- 
erations. The service is provided 
through the substitution monthly or 
oftener at the customer’s premises of 
a regenerated softening unit for the 
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XUM 


RE CITY OF STOUGHTON 


softening equipment in service there. 
The applicant in Docket 2—-U-1998, 
56 PUR(NS) 191, was denied au- 
thority two years ago to discontinue 
water softening service. The order 
denying such authority pointed out 
that the Stoughton water department 
had not exhausted other remedies. 
The record in that proceeding was 
made a part of the record in this pro- 
ceeding. 

The present application was filed 
because costs of furnishing the water- 
softening service considerably exceed 
the revenues derived from 135 cus- 
tomers who get the service. 

An analysis of the evidence indi- 
cates that under the proposed rates 
gross revenues for the water softening 
service based on 1945 experience 
would be $3,294; and that operating 
expenses would total $2,147, includ- 
ing $1,134 for labor, $419 for depre- 
ciation, and $91 for tax equivalents. 
Income available for return would be 
$1,147, or a return of 27.7 per cent 
on a rate base as of December 31, 
1945, of $4,147. 

The proposed rates will not be al- 
lowed because they would result in an 
excessive return. The rates herein 
authorized should produce annual 
revenues of approximately $2,482. 
No rent expense is included in the es- 
timated expenses, but if included 
would leave net income sufficient to 
provide a return of more than 5 per 
cent, 

The Commission finds: 

That the present rates of the city of 
Stoughton, as a water public utility, 
for water softening service are in- 
adequate and that the rates herein au- 
thorized are reasonable. 


Bryan, Commissioner, dissenting : 
It is of course within the scope of duty 
of a public water utility to furnish wa- 
ter suitable for domestic use. If the 
untreated water is wholly unsuitable, 
the utility may properly install cen- 
tral softening equipment so that the 
product sold as a public water utility 
will be soft water. When, however, 
the untreated water is usable and the 
requirements of reasonably adequate 
service do not make water softening 
obligatory, the duty of the water pub- 
lic utility ends at the meter. 

In the case here under consideration 
the water softening service is provided 
to a few customers by attachments on 
the consumers’ side of the meters. 
The attachment is completely under 
the control of the consumer. The con- 
sumer may install such an attachment 
and maintain it himself if he so de- 
sires without consulting the water util- 
ity. He may also employ either the 
service of a private water softening 
agency or that of the water public util- 
ity. Any individual or company may 
freely engage in the business of fur- 
nishing such water softening devices 
or service without securing a franchise 
as a public utility. 

The mere fact that this essentially 
private merchandising service happens 
to be furnished by a public water util- 
ity does not convert it from a private 
merchandising enterprise into a pub- 
lic utility service. If it is a private 
enterprise when performed by a non- 
utility entity, it is still a private enter- 
prise when performed by a public 
utility. That a public utility may en- 
gage in such private merchandising 
enterprises was recognized by the 
legislature in enacting § 196.59, Stat- 
utes, which provides for separate 


157 66 PUR(NS) 











WISCONSIN PUBLIC SERVICE COMMISSION 


profit and loss accounting for such 
private enterprises and that, ““No such 
profit or loss shall be taken into con- 
sideration by the Public Service 
Commission in arriving at any rate 
to be charged for service by any such 
public utility.” While § 196.59, Stat- 
utes, does not specifically apply to wa- 
ter public utilities, the Commission 
has required such utilities, by general 
order, to keep their accounts of mer- 
chandising enterprises in the same 
manner as prescribed for the merchan- 
dising activities of electric and gas 


utilities. (Docket 2-—U-1138, Novem- 
ber 5, 1937.) 

In Docket 2—-U-1998, application 
of the city of Stoughton, the Commis- 
sion, on November 28, 1944, 56 PUR 
(NS) 191, formally held that this 
type of water softening service is that 
of a public utility and refused to au- 
thorize its abandonment. That de- 
cision was, in my opinion, ill consid- 
ered and erroneous and should now be 
corrected. 

I favor the dismissal of the proceed- 
ing for want of jurisdiction. 











WISCONSIN PUBLIC SERVICE COMMISSION 


Re Restriction of Use of Gas for 
Conserving Coal 


2-U-2281 
November 23, 1946 


NVESTIGATION on Commission motion to restrict use of gas for 
purpose of conserving coal; rationing in compliance with 
Civilian Production Administration Order U-13 ordered. 


Service, § 146 — Gas — Curtailment during coal shortage. 
Gas companies were ordered to handle the rationing of gas during a coal 
shortage in compliance with Order U-13 of the Civilian Production Ad- 
ministration which would become effective when a gas company has less 
than three weeks’ supply of coal. 





Service, § 146 — Gas — Curtailment during coal shortage. 
Order U-13 of the Civilian Production Administration governing gas ra- 
tioning during coal shortage, p. 159. 
e 


shortage of coal may develop for use 
in producing gas; 


By the ComMMISSION : 

Whereas: 

A. It appears that an imminent 
66 PUR(NS) 
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RE RESTRICTION OF USE OF GAS 


B. The situation is not peculiar to 
Wisconsin ; 

C. The Civilian Production Ad- 
ministration has issued curtailment or- 
der (U-13) directing gas utilities to 
restrict the use of gas; 

D. This Commission has power un- 
der §§ 196.02(1), 196.28, and 196.- 
395, Wisconsin Statutes, to deal with 
emergencies affecting utility services 
and in accordance with § 195.07, Wis- 
consin Statutes, can call upon the at- 
torney general and the district attor- 
neys to enforce all laws relating to 
railroad or public utilities; 

E. During the war period the util- 
ities demonstrated their ability to 
comply and obtain compliance with 
regulations governing the use of gas; 

F. It is desirable to supply gas in 
the most equitable manner possible. 

Now, therefore: 

The Public Service Commission of 
Wisconsin is charging all utilities fur- 
nishing gas service, whether they pur- 
chase or produce gas, with the re- 
sponsibility of administering the ra- 
tioning of gas. 

The Public Service Commission of 
Wisconsin is also charging all gas 
utilities with the responsibility of re- 
éstablishing service as conditions im- 
prove. 

Utilities shall in administering such 
rationing comply in all respects with 
the Civilian Production Administra- 
tion Order U-13, which order is to 
become effective when a gas utility has 
less than three weeks’ supply of coal. 
A copy of Order U-13 is appended 
hereto. 


Jurisdiction is retained. 


Civilian Production Administration 
Order U-13 
Manufactured-Mixed Gas Utilities 


(Effective when gas utilities have less 
than three weeks’ supply of coal.) 


1. First, the utility shall, within the 
limits of its contractual rights, reduce 
deliveries to all consumers purchasing 
manufactured or mixed gas under con- 
tracts permitting the supplier to inter- 
rupt deliveries: provided, that such 
deliveries of gas necessary for the 
maintenance of the essential services 
listed in Schedule I to this order shall 
be reduced or discontinued only to the 
extent that the fuel requirements for 
such production and services can be 
supplied from the consumer’s standby 
facilities. 

2. Second, the utility, without re- 
gard to its contractual rights or those 
of any consumer, shall reduce deliv- 
eries to all consumers who have stand- 
by facilities, to the extent to which the 
operation of such facilities can reduce 
the consumers’ requirements for the 
delivery of manufactured gas. Such 
reduction shall be made, in so far as 
practicable, on a uniform proportionate 
basis. All such consumers shall so 
far as practicable maximize their use 
of standby facilities and to a corre- 
sponding extent reduce their accept- 
ance of manufactured gas from utili- 
ties. 

3. Third, the utility shall reduce de- 
liveries to all commercial and indus- 
trial consumers, except to the extent 
that such deliveries are necessary for 
the maintenance of the essential serv- 
ices listed in Schedule I or to prevent 
permanent damage to the production 
facilities of such consumers. Such re- 
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ductions shall be made in so far as 
practicable, on a uniform proportion- 
ate basis. 

4. Fourth, the utility shall reduce 
deliveries to the essential services list- 
ed in Schedule I except hospitals and 
power, gas, communications, water, 
sewage, and sanitation systems. Such 
reductions shall be made on a uniform 
proportionate basis in so far as prac- 
ticable. 

5. Finally, after effectuating the re- 
ductions in deliveries required in fore- 
going provisions, the utility shall 
reduce deliveries to all remaining con- 
sumers to the extent and in the man- 
ner it deems necessary and practi- 
cable. 


Schedule I 


1. Fire and police stations, hos- 
pitals, and prisons. 

2. Public eating establishments 
(whose principal business is the serv- 
ing of food including industrial plant 


and store cafeterias, but not including 
private dining rooms, night clubs, 
taverns, etc.) 

3. Bakeries (to the extent necessary 
for the manufacture of bread products 
only). 

4. Dairies (to the minimum extent 
necessary to prevent loss of perishable 
products). 

5. Meat, poultry, fish, and perish- 
able food packing, raising and ware- 
housing establishments (to the mini- 
mum extent necessary to prevent loss 
of perishable products of material in 
process). 

6. Power, gas, communications, 
water, sewage, and sanitation systems. 

7. Public transportation systems in- 
cluding repair yards and shops en- 
gaged in the maintenance or repair of 
public transportation equipment. 

8. Facilities used for the preserva- 
tion of perishable food, biologicals and 
pharmaceuticals. 

9. Newspaper production facilities. 
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$34,000,000 Program Proposed 
During 1947 


“ps cTION budgets for 1947, totaling 
more than $34,000,000, have been author- 
ized by the subsidiary operating companies of 
Public Service Corporation of New Jersey for 
new equipment, extensions, and replacements, 
President George H. Blake announced recently. 
This is in addition to $23,000,000 previously 
appropriated for the new Sewaren electric gen- 
erating station and also is in addition to $6,- 
000,000 appropriated earlier in 1946 for gas 
works equipment and distribution mains, and 
$4,900,000 for the purchase of 417 new buses 

Of the total amount in the 1947 construction 
budgets, approximately $23,900,000 is for the 
electric department and $7,900,000 for the gas 
department of Public Service Electric and Gas 
Company; $1,700,000 for Public Service Co- 
Ordinated Transport and Public Service Inter- 
state Transportation Company; and $800,000 
for Atlantic City Gas Company, Peoples Gas 
Company, and County Gas Company. 

The major appropriation in the electric de- 
partment’s budget is for the installation of a 
third 100,000 kilowatt turbine-generator, boil- 
er, and other facilities at the company’s new 
Sewaren generating station to meet anticipated 
peak loads. The total construction cost of the 
Sewaren station is estimated at $38,000,000. 

Other 1947 construction budget appropria- 
tions for the electric and gas departments are 
for the further improvement, respectively, of 
facilities for the generation and distribution 
of electricity and the manufacture and distri- 
bution of gas to continue not only to meet 
present requirements but also to take care of 
anticipated growth. 


Two Executives Elevated by 
Ford, Bacon & Davis 


Fo: Bacon & Davis, INc., engineers, with 
offices in New York, Philadelphia, Chicago, 
and Los Angeles, have announced the election 
of Everett S. Coldwell as executive vice presi- 
dent and of David A. Uebelacker as vice presi- 
dent and director in general charge of new 
business activities. 


IBM Promotions 


| Faptemnse ATIONAL BUSINESS MACHINES Cor- 
PORATION announced recently the promotion 
of David C. Moore to the position of sales 
manager of the International Time Recording 
division of the company. He was previously 


Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers ; 
also notices of changes in personnel 





manager of the ITR division in the New York 
sales office, and is succeeded in that position 
hy Robert R. Chase, who previously held a 
similar position in the Buffalo office. 


1947 Construction Program 
l'o Cost $20,715,300 


T HE ConNecTicuT LIGHT AND Power Com- 
PANY announced recently that its exten- 
sive 1947 improvement and expansion program, 
now under way, will cost $20,715,300. It is ex- 
pected that $13,500,000 of that amount will be 
expended this year and the balance of $7,215,- 
300 in 1948. 

Work scheduled under the construction plan 
includes completion of the installation of a new 
15,000 kw turbogenerator at the company’s 
Devon plant and installation of two new 31,000 
kw turbogenerators at its Montville plant. 
Greatly increased demands for electric power 
and gas will also be met through the enlarge- 
ment of electric transmission facilities and sub- 
station equipment, and through expanded gas 
manufacturing and distribution equipment. 


U. S. Rubber Producing 
New Work Glove 


U NITED STATES RusppekR COMPANY has 
started production of a rubber-coated can- 
vas work glove that is said to offer better pro- 
tection to the hands and to have superior wear- 
ing qualities. It is expected.to have many in- 
dustrial and household uses. 

The product was developed in the Provi- 
dence, Rhode Island, plant of United States 
Rubber Company. It is made by dipping the 
canvas in liquid rubber up to the wrist and then 
vulcanizing. The result is a tough, waterproof 
glove which is said to outlast many pairs of 
ordinary canvas gloves. 


John Devereaux Named Vice 
President of Deena Products 


B ip W. Devereaux has been elected vice 
president of Deena Products Company, 825 
South Wabash Avenue, Chicago, Illinois, it has 
heen announced by George H. Weiner, presi- 
dent. Mr. Devereaux will take charge of. the 
company’s public utility business and develop 
samples of certified lamps that will tie in with 
the Program of Certified Lamp Makers when 
effective. 

For many years prior to the war, Mr. 
Devereaux was a member of the Public Utility 
Engineering and Management Corporation. 
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One of his more important contributions to the 
public utility industry was the development and 
operation of an appliance merchandising or- 
ganization on subsidiary properties of the 
Standard Gas & Electric Company. He later 
became lighting sales director of the company. 
For the past five years, Mr. Devereaux has 
been located in Washington; first, with the 
War Production Board and, for the past two 
years, as head of the portable lamp and shade 
unit of the Office of Price Administration. 


Michigan Consol. Gas to Spend 
$12,000,000 for Expansion 


Ms: than $12,000,000 will be spent by the 
F Michigan Consolidated Gas Company this 
year to improve its facilities, Henry Fink, the 
company’s president, announced recently. 

The amount is almost double that spent in 
1946 by the company for new construction. 

Included in the expansion program are addi- 
tions to gas production facilities, estimated to 
cost $2,000,000; new mains, services, and ex- 
pansion in the Detroit area, to cost $8,000,000 ; 
and $2,000,000 for new work in Grand Rapids, 
Muskegon, Ludington, Mt. Pleasant, Green- 
ville-Belding, and the Big Rapids areas. 


Sorensen & Co. Appoints 
Chief Engineer 


— L.. HELTERLINE, Jr., has been appointed 

ief engineer for Sorensen & Company, 
Inc., according to an announcement by Helen 
S. Sorensen, president. 

In his new capacity, Mr. Helterline will be 
responsible for the design and development of 
all Sorensen products which include voltage 
regulators, transformers, en and spe- 
cial electronic equipment. He has been with 
Sorensen since January, 1946, as senior project 
engineer 


Electromaster Moves to 
New Plant 


en rROMASTER INc., manufacturers of elec- 
tric ranges and water heaters, has moved 
its entire operations from Detroit into the 
firm’s new three quarter million dollar plant 
in Mount Clemens, according to an announce- 
ment by Rk. B. Marshall, president. 


Castle Films Issues Catalog 


NEW catalog has been published by Castle 
A Films, authorized distributor of U. S. 
government visual aids, listing many new films 
released during the past year for school and 
industrial training purposes. There are now 
available 730 sound motion pictures on 16 mm 
film and 585 filmstrips for 35 mm slidefilm 
projectors to aid in teac hing a great variety of 
skills, with many films dealing with engineer- 
ing and scientific subjects. 

The catalogued collection of visual aids was 
produced by the U. S. Department of Agri- 
culture, U. S. Office of Education, U. S. Navy 


and War Departments, U. S. Public Health 
Service, Civil Aeronautics Administration, and 
Veterans Administration. 

Castle Films offers the catalog free to all 
schools and industrial plants equipped to use 
visual aids. Address Castle Films Division of 
United World Films, Inc., at 30 Rockefeller 
Plaza, New York 20, New York. 


$15,000,000 Program Planned 
By Gulf States Utilities 


Bene: capital expenditures exclusively for 
production and special large transmission 
facilities in the Gulf States Utilities Company’s 
system over the next three-year period may ap- 
proximate $15,000,000 according, to President 
Roy Nelson. 

Work is already underway on the recently 
acquired Riverside power plant at Lake 
Charles, Louisiana, which will increase power 
plant capacity by 35,000 kilowatts. 

In addition to the partly completed River- 
side plant, Mr. Nelson said that an order had 
been placed for a 40,000 kw turbogenerator for 
the #5000 kw Neches station. This unit is 
scheduled for delivery early in 1949, with con- 
struction at the plant to begin in 1948. The 
cost of the Neches station project is estimated 
to be approximately $4,500,000. This will in- 
crease the company’s power plant capacity to 
285,000 kw, or about 380,000 horsepower. Ex- 
tensive transmission system additions and im- 
provements will require the remainder of the 
$15,000,000 construction expenditure. 


Hartford Electric to Spend 
$2,000,000 for New Unit 


XPANSION of the Hartford Electric Light 

Company's generating facilities by instal- 
lation of a new mercury vapor unit at its south 
Meadow plant will be undertaken shortly, ac- 
cording to an announcement by President A. 
LD). Barney. 

The turbine will replace the present mercury 
unit erected in 1928 as the first commercial 
mercury turbine in the country. Approximate- 
ly $2,000,000 will be expended on the program 

With the addition of the new unit, the sta- 
tion’s total capacity will be 185,000 kilowatts of 
electric power. 


Booklet Gives Maintenance Hints 
For General Purpose Turbines 


_— ICAL information necessary for the 
proper maintenance of general purpose 
turbines is contained in a new handbook an- 
nounced by the Westinghouse Electric Corpo- 
ration. 

The booklet first describes the steam turbine, 
explains how it operates, and tells how it should 
be installed. Directions for piping, joint seal- 
ing, and lubricating, are given. Dismantling of 
the turbine for complete inspection once a year 
is recommended, and points to be checked and 
recorded are listed. Necessary repairs and ad- 
justments are discussed under the heading of 
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| Your truck will do a better job—and 
do it more economically—when it is 
engineered and built to fit the job. 


To give you a truck that will do a 
better job—with your loads over your 
roads— Dodge has a range of 175 
“‘Job-Rated’’ chassis models. 


Your “Job-Rated’” truck will have 
the right one of 7 different engines— 
to give it ample, yet economical 
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Always Remember ! 


A TRUCK THAT FITS THE JOB DOES A BETTER JOB! 


CHRYSLER 


Fit the Job...Last Longer 


power. It will have the right one of 5 
clutches, 4 transmissions, 18 rear 
axles—it will have the right unit 
throughout to give you maximum 
economy and long-lasting depend- 
ability. 


Ask your Dodge dealer to show you 
a truck “Job-Rated” for your job. 
BUY that truck—and you will have 
made the best transportation invest- 
ment on the market today. 
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the various parts—rotor, bearings, glands, gov- 
ernors, nozzles, overspeed trip, speed changer, 
reduction gears, and oil parts. The final chap- 
ter gives emergency hints for quick reference 
if the turbine is not operating properly. 

Copies of the new booklet (B-3747) may be 
secured from the Westinghouse Electric Cor- 
poration, P. O. Box 868, Pittsburgh 30, Penn- 
sylvania, 


ASA Publishes Lists of 
Approved Standards 


A List of 864 standards approved for national 

use of industry by the American Stand- 
ards Association are available for general dis- 
tribution, according to P. G. Agnew, vice presi- 
dent of the association. 

The standards listed include definitions of 
technical terms, specifications for metals and 
other materials, methods of work, and methods 
of test for finished products. They reach into 
every important engineering field. They also 
include standards dealing with public and in- 
dustrial safety, industrial medicine, and a wide 
variety of consumer g , 

This list represents the cumulative efforts of 
about 3,000 men, representing 660 organiza- 
tions working on the development of standards. 


Sets Up National Oroganization 
Of Home Economists 


4% bring appliance “use-value” training to 
electric utilities, dealers’ stores, and 
schools, Hotpoint Inc. has set up a national 
organization of home economists operating 
from Hotpoint Institute, Chicago. 

Organization of the home service will follow 
the lines of the company’s sales structure, with 
home economists at each of the company’s re- 
gional offices. The field staff will be directed 
by Margaret Davidson, director, Hotpoint In- 
stitute, with the following regional directors: 
Josephine Parks, Atlanta; Elizabeth Lyman, 
Chicago; Alice Wood, New York city; and 
Geraldine Furst, San Francisco. 


Melting and Dipping Equipment 


Te new groups of indirectly heated, fully 
insulated, thermostatically controlled melt- 
ing tanks have been developed by Aeroil Prod- 
ucts Company, West New York, New Jersey, 
for use in heating, melting, dipping, and pour- 
ing critical compounds such as wax; paraffin; 
oils; fats; pitch; hydroline; battery, trans- 
former, resistor, and capacitor compounds. 

These new tanks are built on the double 
boiler principle to insure complete uniformity 
of accurately controlled temperature on all 
four sides and bottom of the inner vat that 
contains the materials to be melted. Built-in 
thermostatic controls hold temperature rigidly 
at any desired point from 100° to 550° F. in 
fully insulated units that are cooled to the 
touch. 

Both gas-fired and electrically heated equip- 
ment are available. Free illustrated leaflet 
No. 581 with complete details of specifications 
available upon request from manufacturer. 


New Type Safety Belt 


Ap seeractons of a new type Strauss line- 
man’s safety belt, incorporating the 
superior qualities of both web and leather con- 
struction, has been announced by the Portable 
Safety Division of Portable Products Corp., 
494 Boulevard of the Allies, Pittsburgh, Penn- 
sylvania. The new belt is made of Diamond 
Stripe web strap 1} in, wide by 5/32 in. thick, 
with a tensile strength of 4500 Ibs. Inside this 
strap is fitted a 4 in. wide web body pad which 
in turn is lined with soft, pliable leather for 
great comfort and ease of movement. 

All hardware including slip-proof buckle and 
Dee rings, is constructed from special drop- 
forge steel. W eight of the new belt, designated 
as No. 625 PP, is only 3 lbs. The manufacturer 
will be glad to furnish samples, prices and 
complete information upon request. 


New Earth-boring Tool Offered 
By Hydrauger Corp. 


NEW horizontal earth-boring tool, light 

enough to be operated by one man, is an- 

nounced by the Hydrauger Corporation, Ltd. 
of San Francisco. 

Expressly developed for running in pipe 
leads, it is reported to be consistently straight- 
boring for underground distances up to 50 
feet. Power is provided by a 3.2 horsepower 
motor operated by 90 pounds of air pressure. 

The new development, Model LHH-2, joins 
a family of larger Hydraugers that have been 
used by utilities for years, particularly for 
installing pipe under pavement, landscape, 
buildings, etc. 

The manufacturer offers further informa- 
tion to persons writing the company at 116 
New Montgomery street, San Francisco. 


M.S.A. Offers Snake Bite Kit 


oh. M.S.A. plastic snake bite kit, which 
provides rapid, dependable emergency 
snake bite treatment for utility, oil field, and 
construction workers, lumbermen, research 
parties, section gangs, etc., is a new product 
made by Mine Safety Appliances Company. 

The M.S.A, snake bite kit is light in weight, 
small, and compact and can easily be carried in 
a vest pocket ready for instant use. 

Equipped with a special self-suction pump, 
which can be operated with only one hand, 
the M.S.A. snake bite kit utilizes the accepted 
scientific method for removing the venom of 
snake bite. A special, easily-applied tourniquet 
is supplied to facilitate fast, effective one-man 
application. Also included in the M.S.A. snake 
bite kit are a hermetically-sealed iodine brush, 
an incising knife, a tapered suction pump 
adapter, adhesive compress dressings, and 
sealed ammonia inhalants. 

For a copy of the new M.S.A. snake bite kit 
bulletin (No. FA-96), which describes in detail 
and illustrates the contents and applications of 
the kit, write to Mine Safety Appliances Com- 
pany, Braddock, Thomas, and Meade streets, 
Pittsburgh 8, Pennsylvania. 
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FOR ASSURED...DEPENDABLE TRENCHING 
PERFORMANCE AT MINIMUM OPERAT- 
ING AND MAINTENANCE COST ON 
LONG AND SHORT LINES FOR WATER... 
SEWER...GAS...TELEPHONE...OIL... POWER 
---DRAINAGE...FOUNDATIONS...AIRPORTS 














Incorporating the engineering features that more than 25 
years experience have proved most desirable CLEVELANDS 
have everything you'd ask for, for “Tops” in trenching 
performance. 

They're fast — amply powered — maneuverable — mobile 
— versatile — easy to operate — sturdily constructed — 
in fact they have just those features that enable you to 
make short work of the trenching jobs and show a profit. 


THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE e CLEVELAND 17, OHIO 











This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





INDUSTRIAL PROGRESS—( Continued ) 








FEB. 27, 1947 


American Coach & Body Makes 
New Sales Appointments 


G. Woop, director of sales for The 
c. American Coach & Body Company, 
Cleveland, Ohio, announces the following sales 
appointments: Deming Bronson, sales man- 
ager, Central Division with headquarters at 
Cleveland, Ohio; Homer A. Feyen, sales man- 
ager, Midwestern Division with headquarters 
at Des Moines, Iowa; and William R. Hall, 
sales manager, Eastern Division with head- 
quarters in New York city. 


Honeywell Appoints Johnson 
Sales Chief of Gas Controls 


| few H. JoHNson has been appointed sales 
nanager of the gas controls division of 
Minneapolis-Honeywell Regulator Company 
according to an announcement by A. H. Lock- 
rae, vice president. 

In his new assignment, Mr. Johnson will 
serve under C. D. Lyford, vice president in 
charge of the gas controls division. 


Hartford Gas to Enlarge 
Manufacturing Plant 


§ Hartrorp Gas CoMPANy is planning 
to spend $1,400,000 to enlarge its manu- 
facturing plant, plus $600,000 for new business 
extensions and general improvements. The 
company said improvements should be com- 
pleted by the end of 1947. 


Motorola Appointment 


D \NIEL E, Nose, general manager of the 
communications and electronics division 
of Motorola was appointed to the position of 
vice president in charge of that division effec- 
tive February Ist, it was announced recently 
by Paul V. Galvin, president of the firm. Mr. 
Noble’s appointment followed a meeting of 
the board of directors of the Galvin Manu- 
facturing Corporation on January 3lst. 

Mr. Noble joined Motorola in 1940, when 
he became director of research. For the past 
six years he has been engaged in the develop- 
ment of frequency modulation communications 
equipment for mobile services and military 
applications. Since 1937 he has been identified 
with the application of FM to the mobile com- 
munications field. He developed the first FM 
mobile system for the Connecticut state police 


in 1938-1939. 


A-C Appointment 


hy ~—9 F. Coprincton has been promoted 
from assistant to the manager to sales 
manager of the blower and compressor depart- 
ment of the Allis-Chalmers Manufacturing 
Company, Milwaukee, Wisconsin, succeeding 
A, E. Caudle, resigned, according to an an- 
nouncement by M. C. Shaw, manager of the 
department. 


Davey Compressor Bulletin 


P’ BLICATION of a bulletin descriptive of seven 
models of Davey heavy duty power 
take-offs is announced. by the truck equipment 
division, Davey Compressor Co., Kent, Ohio. 

The bulletin lists take-off operating princi- 
ples, gives installation data and complete speci- 
fications. 

Also described are various types of truck- 
mounted power equipment which can be driven 
advantageously through take-offs. This in- 
cludes compressors, generators, gas well bail- 
ers, concrete mixers, fire-fighting equipment, 
welders, machine shops, pumps, street sprin- 
klers, home insulation blowers, rock crushers. 


$899,500 Program Proposed 


D ALLAS Power & LicHt CoMPANY is making 
plans for expansions totaling $899,500 to 
meet growing demands for electricity in Dallas. 
Expenditures will include $755,000 for a new 
transformer station near Haskell and Dolphin 
road in southeast Dallas, and $144,500 for 
a new 10,000-kilowatt transformer for the 
Greenville avenue station in east Dallas. 


Construction Loans Announced 


| Gaping mye loans—chiefly for distribu- 
tion lines, system improvements or new 
or additional generating capacity—recently 
were made to the following enterprises by the 
Rural Electrification Administration : 

Nolin Rural Electric Cooperative Corpora- 
tion, Elizabethtown, Ky., $300, 

Boone County Codperative Electric Asso- 
ciation, Columbia, Mo., $300,000. 

Pickwick Electric Membership Corporation, 
Selmer, Tenn., $330,000. 

Navarro County Electric Cooperative, Inc., 
Corsicana, Tex., $50, 

San Patricio Electric Coéperative, Inc., Sin- 
ton, Tex., $250,000. 

Lone Wolf Electric Cooperative, Inc., Colo- 
rado City, Tex., $100,000. 

Virginia Electric Cooperative, Bowling 
Green, Va., $92,000. 

Trico Electric Cooperative, Inc., of Marana, 
Ariz., $600,000. 

tae Power Cooperative, Grand Forks, 

D., $2,500,000. 

N Middle Georgia Electric Membership Corp- 
oration, Vienna, Ga., $975, 

Lyon Rural Electric Cooperative, Rock Rap- 
ids, Iowa, $175,000 

Nodak Rural Electric Cooperative, Inc., 
Grand Forks, N. D., 

Licking Rural Electrification, Inc., Utica, 
Ohio, $210,000. 

Cookson Hills Electric Codperative, Inc., 
Stigler, Okla., $297,000. 

Codington-Clark Electric Association, Inc., 
Watertown, S. D., $125,000. 

Meriwether Lewis Electric Codperative, 
Centerville, Tenn., $620,000. 

Bandera Electric Cooperative, Inc., Bandera, 
Tex., $65,000 

Lamb County Electric Codperative, Inc., of 
Littiefield, Tex., $175,000. 


Mention the FortNIGHTLY—I/? identifies your inquiry 














wil 
Poc 











Pr 


| 


| 





Public Utilities Fortnightly 27 


P. U. R. 
PUBLICATIONS AND SERVICES 


Essential to those interested in the public utility 
industries, their regulation and allied topics. 
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PUBLIC UTILITIES 
REPORTS 


The national reporting service, 
containing authentic decisions 
of commissions and. courts , 


ef dealing with the problems of 

Annval Subscription utility regulation. Five vol. 

Price umes a yeor—$7.50 each. 
$43.50 Annual Index—$6. 


PUBLIC UTILITIES 
Fortnightly 


A magazine of current opinion 
and news, conducted as an 
open forum and containing 
discussions of firing-line prob- 
lems; also summaries, anoly- 
ses and explanations of day- 
to-day developments. 





Twenty-Six 
Issues @ Yeor 








P.U.R. 


Cumulative 


DIGEST 


The only complete and avuthorita- 
tive encyclopedia of Public Service 

$150 law and Regulation. A _ life-time 
With Current Digest,; kept up-to-date by annual 
Pocket Parts ‘supplements. 











P.U.R. EXECUTIVE 
Information 
Service 
A Weekly Letter from the Na- 
tion's Capital, highlighting im- 
portant happenings, trends and 


policies. Reading time: 20 
minutes. 





$12.50 
Quarterly 








SEC 


A brief and pointed digest of 
the administrative rulings of the 
Securities and Exchange Com- 
mission under the Public Utility 
Holding Company Act. Issued 
twice each month. 





$25 Qvarterly 


FEDERAL UTILITY REGULATION ANNOTATED 
Current Services 






FPC 


A brief and pointed digest of 
the administrative rulings of 
the Federt! Power Commission 
under the Federal Power Act 
and the Natural Gas Act. Is- 


— 
sued once each month. $36 Annually 








VOL. 1 (SEC) 


A complete annotation of the 
Public Utility Holding Company 
Act, with the Commission's rules 
and regulations, full index and 
periodical upkeep supplements. 





Price: $1 2 


FEDERAL UTILITY REGULATION ANNOTATED 





VOL. 2 (FPC) 


A complete annotation of the 
Federal Power Act and the Na- 
tural Gas Act, with the Com- 
mission's rules and regulations, 
full index and periodical up- 
keep supplements. 


Price: $1 2 








 P.U.LR. 
Question Sheets 
Twenty-Six Issues Annually $10 











Ten brief questions on up-to-date 
problems, answered by the commis- 
sions and courts. An easy way for a 
busy man to keep informed on current 
utility regulation. 








MUNSEY BUILDING 





Send for our catalogue describing these and other publications 


PUBLIC UTILITIES REPORTS, inc. 


PUBLISHERS 


WASHINGTON 4, D. C. 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 














Tue American Arppraisat Company 
ORIGINAL COST STUDIES « VALUATIONS ¢ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
PHILADELPHIA CHICAGO 


NEW YORE 
PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 




















g£¢ Ford, Bacon & Davis 


Bad VALUATIONS EF ; CONSTRUCTION 
REPORTS NGinNeers RATE CASES 
NEW YORK @ PHILADELPHIA @ CHICAGO e@ LOS ANGELES 











GILBERT ASSOCIATES, Inc. 


SPECIALISTS 








ENGINEERS 
Steam, Electric, Gas, Hydro, POWER ENGINEERING SINCE 1906 Purchasing aod Expediting, 
yt and Pann ticna Serving Utilities and Industrials - toed ogg on Fhe ta 
perating Betterments, * " ) \, 
Reading ag Philadelphia Original Cost Accounting, 


Accident Prevention. 





Inspections and Surveys, - 
Washington * New York 


Feed Water Treatment. 
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FREDERIC R. HARRIS, INC. 








Engineers Constructors Management 
Reports Appraisals Valuations 
NEW YORK 
Knoxville Sana Francisco Houston 
Desi, Reports 
consrucion He As KULJIAN & COMPANY reisecions 
Engineers 
Public Utilities and Industrials. 
Los Angeles 13 PHILADELPHIA 2 New York 6 








WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 


Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 








LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 








CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Reports 
Steam, Hydro Electric and Diesel Plants 
Boston, Mass. “== Washington, D. C. 








J. H. MANNING & COMPANY 


120 Broadway, New York 


ENGINEERS 
Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 


Public Utility Affairs including Integration 











PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 


DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 


231 S. LA SALLE ST., CHICAGO (4), ILL. 
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ENGINEERS 


AND 


SANDERSON & PORTER 
S«P 


CONSTRUCTORS 








Sargent & Lundy 


ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Iii. 








The J.G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 


80 BROAD STREET 


NEW YORK 4, N. Y. 








ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 


Water, Sewage and industrial Waste Problems 
Airfields, Refuse Incinerators, industrial Buildings 
City Planning, Reports, Valuations, Laboratory 


1520 LOCUST STREET PHILADELPHIA 2 


JacKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUST RIALS 
RAILROAD ELECTRIFICATION 
OESIGN AND SUPERVISION VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re 
ports, design and supervision of con- 
struction of Public Utility Properties 


41706 BROADWAY 


KANSAS CITY, MO. 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 

: _ , im connection with 
rate inquiries, depreciation, fixed ecspital 
reclassification, original cost, security issues. 








EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Pablic Utility Valuations, Reports oud 
Original Cost Studies. 


910 Electric Building 











W. C. GILMAN & COMPANY 


ENGINEERS 
and 
FINANCIAL CONSULTANTS 


55 Liberty Street New York 


LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSaiie St., Cxicaco 





Indianapolis, Ind. 











ROBERT T. REGESTER 


Consulting Engineer 


Hyprautic Strucrurss — UTILITIES 
Fioop Contro: — Water Works 


Baltimore Life Bldg. Baltimore 1, Md. 
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A. S. SCHULMAN ELEctric Co. 
Contractors 


TRANSMISSION LiNES—UNDERGROUND DistTRI- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 SoutH Dearsorn St. 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 


CHIcAGo 














MANFRED K. TOEPPEN 
ENGINEER 
CONSULTATION — INVESTIGATION — REPORTS 
MARKET AND MANAGEMENT SuRVBYS 
VALUATION, DEPRECIATION AND: RATE 

MATTERS 
New York 7, N. Y. 








261 Broadway 





Federal Usiliry Regulation Annotated 
CURRENT SERVICE (SEC) 


Public Utility Holding Company Act of 1935 


THOSE who require brief and 
pointed summaries of the ad- 
ministrative rulings of the Se- 
curities and Exchange Commis- 
sion under the Public Utility 
Holding Company Act of 1935 
will find the FURA-Current 
Service-SEC extremely valuable. 


A time-saving Service for the busy 

man, containing, in addition to the 

zy authentic rulings, news items, sup- 

$ 9 plemental notes and hearing sched- 

5 —— —— in os 

pamphlets. 24 Issues ann YY; in- 

Quarterly dexed quarterly. Loose-leaf binder 

for convenient filing included in 
subscription price. 


PUBLIC UTILITIES REPORTS, INC. 
Munsey Building ¢ Washington 4, D. C. 
SN ERR AO NRE RR a RR RN RN 


You can pick the EXACTLY RIGHT tug - 













Penn-Union manufactures 
the COMPLETE line 
of Conductor Fittings 


—from the Complete line 


You'll find that Penn-Union offers all the 
good types of terminals, in a complete range 
of sizes: Solderless lugs to grip the conductor 
by Bolt, Screw, Post-and-Nut, or Multi-Slit 
Tapered Sleeve; Vi-tite, E-Z, clamp type, 
shrink fit, etc., etc. Soldering lugs and sheet 
metal terminals in wide variety. 





Also Tee Connectors; Cable Taps; Straight, 
Parallel, Elbow and Cross Connectors; Bus 
Supports, Clamps, Spacers; Grounding 
Clamps; Service Connectors, etc. Penn-Union 
connectors are the choice of leading utilities 
—because every fitting is mechanically and 
electrically dependable. 


ELECTRIC CORPORATION 
Sold by Leading Wholesalers 


PENN-UNION 
ERIE, PA. 


PENN-UNION 
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REGISTRATIONS SHOW IT— OPERATORS KNOW IT! 





Keeping the wires up 
and the lines open is 
standard duty for 
Ford Trucks. Shown 
is a special Line In- 
stallation and Main- 
tenance body by 
American Coach & 
Body Co., Cleveland, 


ONLY FORD GIVES YOU ALL THESE 

4 LONG-LIFE TRUCK FEATURES: 
Your choice of two great engines, the V-8 

or the Six—semi-centrifugal clutch that 
needs no maintenance lubrication—rear axle 
design that takes all weight-load off the shafts 
(34-floating in half ton units, full-floating in all 
others) —heavy channel section frames, doubled 
between springs in heavy duty models—big, 
easy-action brakes, with heavy, cast drum 
surfaces, non-warping and _ score-resistant — 





LAST LONGER! 


ONE big reason— 
FORD STEERING STANDS UP! 


Ford worm-and-roller steering gear reduces rubbing friction 
to a minimum. Rolling contact is employed to reduce fric- 
tion at five vital points. This spares muscle and saves wear. 
The worm gear (1) is straddle-mounted on two large, 
opposed, tapered roller bearings (2 and 3). The worm acts 
upon an easy-turning roller instead of a common sliding 
cam or split-nut, and this roller is mounted on two needle- 
type roller bearings (4 and 5). Bearings of both the worm 
and the sector shafts may be adjusted, thus promoting 
long life and proper action with less replacing of parts. 











extra-thick sheet metal in cabs, cowls, skirts 
and fenders—all told, more than fifty such 
examples of Ford endurance-engineering. 
That’s why FORD TRUCKS LAST 
LONGER .. . why, as the national truck count 
for 1946 just released shows, more than half of 
all Ford Trucks in use are at least 9 years old... 
why there are more Ford Trucks in service now 
thanever before in history. Over 100 body-chassis 
models to pick from. Ask your Ford Dealer. 


MORE FORD TRUCKS IN USE TODAY THAN ANY OTHER MAKE 
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LAYING THE FOUNDATION 
FOR FUTURE LOAD 





The publications which General Electric has 
prepared as a part of the More Power to Ameri- 
ca program are designed to help you train power 
salesmen to do a more effective job. Informative 
manuals give them a better understanding of 
your power customers’ problems. Interesting 
literature to give to customers helps build good 
will now, paves the way for increased load later. 


FOR AUTHORITATIVE SALES TRAINING INFOR- 
MATION 


Your power salesmen will welcome these com- 
prehensive, instructive manuals. Prepared by 
experts in each field, they detail the part that 
electric power can play in: (1) Sewage treat- 
ment. (2) Faster metal fabrication through high- 
speed resistance welding. (3) More uniform heat 
treating and joining with induction heating. (4) 
Modernizing laundries. (5) Industrial electronics. 
(6) Urban transit. 


TO STIMULATE ELECTRICAL MODERNIZATION 
PLANS 


Action-inspiring booklets tell power prospects 
what expanded use of electricity can mean to 
them, their business, and their community. The 
titles: Modern Sewage Treatment; High-speed 
Resistance Welding; Electronic Induction 
Heating; Electricity in the Modern Laundry; 
Electronic Control; What Traffic Congestion 
Means to You. 


THESE BOOKLETS ARE IMPORTANT components 
of the MPA programs which General Electric 
has prepared to help you take the lead in pro- 
moting industrial modernization and civic im- 
provements which lay the foundation for future 
load. 


Your G-E representative will give you all the 
details about the manuals and booklets or 
about complete programs including the latest 
in visual aids. He will also be glad to co-operate 
in presenting MPA programs to your sales 
force or to customer or civic groups. Apparatus 
tp ages. Electric Company, Schenectady 
5, N.Y. 








